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PEOPLE'S  PACIFIC  RAILROAD. 


tat£  flf  Iftaiiu. 


In  the  year  of  our  Lord  One  Thousand  Eight  Hundred  and  Sixty. 


•       AN  ACT 

To  incorporate  the  People's  Pacific  Eailroad  Company. 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  in 
Legislature  assembled,  as  follows  : 

Section  1.  J.  W.  Porter,  J.  E.  Bachelder,  E.  Wells,  Jabez 
True,  John  Benson,  Joshua  Dunn,  Seth  Parlin,  James  A.  Bicknell, 
Wyman  B.  S.  Moor,  Reuben  B.  Dunn,  John  Dorr,  F.  Stevens,  John 
S.  Abbott,  Algernon  S.  Washburn,  Thomas  M.  Andrews,  George  D. 
Stanley,  Edward  A.  Nason,  Edward  Fenno,  Jeremiah  Fenno,  Ebene- 
zer  G-.  Brown,  Amos  Stickney,  Solyman  Heath,  Joseph  Burton, 
Joseph  J.  Eveleth,  Francis  Davis,  John  W.  Chase,  William  J. 
Kilburn,  A.  D.  Brown,  Ezekiel  Holmes,  John  W.  Veazie,  Joseph 
Piper,  Benjamin  F.  Barton,  James  L.  Child,  Sylvanus  Caldwell,  Jr., 


George  W.  Richer,  Benjamin  F.  Morse,  Stephen  Patten,  John 
Osgood,  George  S.  Carpenter,  Daniel  0.  Stanwood,  Francis  Chase, 
Stephen  Deering,  Enoch  Libbey,  Josiah  Perham,  I.  S.  Worthington, 
J.  M.  Becket,  H.  Williams,  David  Wilder,  Jr.,  E.  W.  Ridgway,  Alex- 
ander Holmes,  E.  B.  Phillips,  A  Firth,  J.  E.  Perley,  Benjamin 
French,  George  W.  McLellan,  George  L.  Bean,  George  S.  Bullans, 
Abiel  Abbott,  Wm.  H.  Spooner,  E.  D.  Amidown,  Alexander  De 
Witt,  Daniel  Chamberlain,  Isaac  Emery,  E.  R.  Page,  George  0. 
Hovey,  Samuel  R.  Payson,  Jabez  C.  Howe,  H.  R.  Horton,  Edmund  F. 
Cutler,  W.  W.  Clapp,  Jr.,  Daniel  N.  Haskell,  Joseph  B.  Morse, 
Benjamin  F.  Archer,  John  Toy,  Jeremiah  N.  Sewall,  John  Huggins, 
T.  M.  Allyn,  Moses  W.  Wilson,  Horace  Whittaker,  Eliphalet  Trask, 
Austin  L.  Rogers,  Franklin  Ames,  William  J.  Eames,  John  0. 
Presbrey,  Albert  Cushman,  Alvin  Adams,  Paul  W.  Paige,  Oliver 
Frost,  John  Branning,  Nathan  Potter,  Jr.,  A.  W.  Banfield,  John  P. 
Bigelow,  E.  R.  Sawin,  A.  M.  Bigelow,  Eugene  L.  Norton,  Carver 
Hotchkiss,  J.  B.  F.  Osgood,  Wm.  Upham,  J.  W.  Atwood,  Samuel 
C.  Upham,  Daniel  S.  Cobb,  H.  G.  Knight,  Joseph  A.  Gilmore, 
Perkins  Gale,  Seth  Fuller,  Nehemiah  Abbott,  Charles  M.  Morse 
James  A.  Dix,  A.  B.  Hardy,  Charles  G.  Came,  and  such  other  per- 
sons as  shall  or  may  be  associated  with  them,  they  and  their  suc- 
cessors, associates  and  assigns,  are  created  and  constituted  a  body 
politic  and  corporate,  by  the  name  of  the  People's  Pacific  Railroad 
Company,  by  which  name  they  may  sue  and  be  sued,  plead  and  be 
impleaded  in  any  court  in  this  State,  or  elsewhere,  and  may  make 
and  have  a  common  seal,  and  the  same  may  break  or  alter,  or 
renew  at  pleasure ;  and  said  corporation,  with  the  consent  of  the 
United  States  through  its  territories,  and  the  several  states  through 
which  said  railroad  or  any  part  thereof  shall  be  constructed,  is 
hereby  authorized  and  empowered  to  lay  out,  locate,  construct, 
furnish,  maintain  and  enjoy  a  continuous  railroad,  with  one  or 
more  tracks,  and  all  necessary  depots,  turnouts,  stations  and  appur- 
tenances for  the  proper,  effectual,  convenient  and  profitable  use 
thereof,  from  a  point  on  the  Missouri  River,  between  the  mouth  of 
Platte  River  on  the  north,  and  the  Kansas  River  on  the  south,  and 
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on  such  a  route  from  Missouri  River,  through  Utah,  to  the  city  of 
San  Francisco  on  the  Pacific  coast,  and  as  near  as  practicable  to  the 
present  travelled  mail  route,  or  by  such  route  as  the  said  corporation 
shall  deem  expedient  and  for  the  public  interest ;  and  said  company, 
with  the  consent  of  the  United  States,  through  its  territories,  and 
of  any  states  in  which  any  part  thereof  may  be  located,  is  hereby 
authorized  and  empowered  to  lay  out,  locate,  construct,  furnish,  main- 
tain and  enjoy  such  extensions  and  branches  of  said  road,  with  one 
or  more  tracks,  and  all  necessary  depots,  turnouts,  stations  and 
appurtenances,  for  the  proper,  effectual,  convenient  and  profitable 
use  thereof,  as  said  company  may  deem  expedient  and  for  the  pub- 
lic interest ;  and  said  company  is  hereby  vested  with  all  powers, 
privileges  and  immunities  which  are  or  may  be  necessary  to  carry 
into  effect  the  purposes  and  object  of  this  Act,  as  herein  set  forth. 

Set.  2.  The. said  company  is  authorized  to  accept  to  its  own 
use  any  grant,  donation,  loan,  power,  franchise,  aid  or  assistance, 
which  may  be  granted  to,  or  conferred  upon  said  company  by  the 
Congress  of  the  United  States,  by  the  Legislature  of  any  State,  or 
by  any  corporation,  person  or  persons ;  and  said  corporation  is 
authorized  to  hold  and  enjoy  any  such  grant,  donation,  loan,  power, 
franchise,  aid  or  assistance,  to  its  own  use  for  the  purpose  aforesaid. 

Sect.  3.  The  corporation  hereby  created  is  authorized  and 
empowered  to  purchase,  receive,  enter  upon,  and  hold  such  lands, 
streams  of  water,  and  real  estate,  and  such  right  and  interest  therein 
as  may  be  necessary  or  convenient  in  carrying  into  effect  the 
objects  of  the  corporation ;  but  all  the  lands,  streams,  and  real 
estate,  or  other  right  or  interest  therein  which  are  not  donations  to 
said  company,  shall  be  purchased  of  the  owner  or  owners  thereof, 
or  acquired  in  compliance  with  the  laws  of  the  State  or  territory 
in  which  said  lands,  streams  or  real  estate  may  be  located. 

Sect.  4.  The  said  corporation  shall,  on  or  before  the  fourth  day 
of  July,  in  the  year  one  thousand  eight  hundred  and  seventy-six, 
construct,  complete,  and  furnish  the  said  road  to  San  Francisco,,  for 
the  convenient  transportation  of  passengers  and  freight  throughout 
the  entire  length  thereof. 
1* 
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Sect.  5.  The  said  Corporation  is  hereby  authorized  to  con- 
struct and  maintain  a  magnetic  telegraph,  with  the  necessary 
apparatus  for  the  use  of  the  same,  along  the  line  of  their  said  road, 
with  branches  and  extensions  between  such  points  as  shall  be 
determined  upon  by  the  said  corporation. 

Sect.  6.  The  capital  stock  of  said  company  shall  consist  of  one 
million  shares  of  one  hundred  dollars  each,  which  shall  be  deemed 
in  all  respects  personal  property,  and  shall  be  subscribed  for  and 
held  in  not  less  than  one  share,  nor  more  than  one  hundred  shares 
by  any  one  company  or  person,  and  shall  be  transferable  in  such 
way  and  manner,  not  inconsistent  herewith,  as  the  by-laws  of  said 
corporation  shall  provide  and  direct,  and  no  subscription  shall  be 
taken  by  the  commissioners  hereinafter  named,  or  their  successors, 
or  by  the  corporation,  payable  in  real  or  personal  estate  or 
property  of  any  kind,  except  the  commuted  value  of  such  property 
shall  be  fixed  and  determined  at  the  time  of  the  subscription  by 
the  commissioners  hereinafter  mentioned,  or  the  directors  of  said 
company. 

Sect.  7.  John  S.  Abbott,  John  Dorr,  Algernon  S.  Washburn,  Nehe- 
miah  Abbott,  Samuel  P.  Strickland,  Hastings  Strickland,  of  Maine ; 
Eliphalet  Trask,  I.  S.  Withington,  Josiah  Perham,  David  Wilder,  Jr., 
John  P.  Bigelow,  James  M.  Becket,  P.  W.  Paige,  A.  W.  Banfield,  J.  E. 
Perley,  Daniel  Chamberlain,  Abiel  Abbott,  Benjamin  French,  Austin 
L.  Rogers,  Willard  A.  Harrington,  Henry  Emery,  Nathaniel  Greene, 
Jr.,  H.  W.  Keyes,  Waldo  Adams,  Oliver  Frost,  John  0.  Presbrey, 
Josiah  A.  Brodhead,  George  Shiverick,  Edward  Tyler,  of  Massa- 
chusetts ;  George  Opdyke,  John  Huggins,  J.  N.  Sewall,  of  New 
York  ;  John  P.  Jackson,  of  New  Jersey ;  S.  M.  Felton,  John  Toy, 
B.  F.  Archer,  of  Pennsylvania;  T.  M.  Allyn,  Moses  W.  Wilson, 
Horace  Whittaker,  of  Connecticut;  Joseph  A.  Gilmore,  Perkins 
Gale,  of  New  Hampshire ;  Amasa  Crafts,  of  Minnesota ;  Erastus 
Fairbanks,  of  Vermont ;  Stephen  H.  Tabor,  of  Rhode  Island ;  Seth 
Fuller,  John  Perham,  John  Evans,  of  Illinois ;  Charles  S.  Perham, 
John  E.  Perley,  of  Kansas ;  Louis  McLane  and  Charles  A.  Wash- 
burne,  of  California,  are  hereby  constituted  and  appointed  commis- 
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sioners,  with  power  to  fill  any  vacancy  that  may  hereafter  exist  in 
their  body  by  death,  or  resignation  or  other  cause,  and  to  add  to 
their  number  by  appointment  of  not  more  than  two  additional  com- 
missioners for  any  State  or  territory  not  herein  represented,  and 
said  body  shall  be  called  the  Board  of  Commissioners  of  the 
People's  Pacific  Railroad;  and  seven  shall  constitute  a  quorum  for 
the  transaction  of  any  business.  The  first  meeting  of  said  board 
of  commissioners  shall  be  held  at  the  city  of  Boston,  at  such  time 
as  the  first  three  named  commissioners  of  Massachusetts  shall 
appoint ;  notice  of  which  shall  be  given  by  them  to  the  other  com- 
missioners by  depositing  a  written  or  printed  call  thereof  in  the 
post  office  at  Boston,  directed,  post  paid,  to  their  address,  at  least 
seven  days  before,  and  exclusive  of  the  day  of  writing.  The  presi- 
dent and  secretary  of  said  board  shall  in  like  manner  ;all  all  other 
meetings,  naming  the  time  and  place  thereof.  Said  board  shall  at 
its  first  meeting  elect  from  its  number,  by  ballot,  a  president  and 
vice-president,  treasurer  and  secretary ;  and  it  shall  be  the  duty  of 
the  president  to  preside  at  all  meetings  of  the  board,  and  in  his 
absence  the  vice-president  shall  discharge  his  duties.  The  said 
board  of  commissioners  shall  require  such  bonds  from  the  treasurer 
as  may  be  deemed  proper ;  and  said  board  may  from  time  to  time 
increase  the  amount  thereof  as  they  may  deem  proper.  The 
treasurer  shall  have  no  vote  on  any  question  relating  to  Ms  own 
duties  or  any  thing  incidental  thereto.  The  Secretary  shall  be 
sworn  to  the  faithful  discharge  of  his  duty,  and  such  oath  shall  be 
entered  upon  the  records  signed  by  him,  and  the  oath  verified 
thereon.  It  shall  be  the  duty  of  said  board  of  commissioners  to 
open  books  or  cause  books  to  be  opened,  at  such  times  and  in  such 
principal  cities  and  other  places  in  the  United  States,  as  they  or  a 
quorum  of  them  shall  determine,  to  receive  subscriptions  to  the 
capital  stock  of  said  corporation  and  a  cash  payment  of  ten  per 
cent,  on  all  subscriptions,  and  to  receipt  therefor.  So  soon  as  twenty 
thousand  shares  shall  have  been  in  good  faith  subscribed  for,  the 
said  president  and  secretary  of  said  board  of  commissioners  shall 
appoint  a  time  and  place  for  the  first  meeting  of  the  subscribers  to 
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the  stock  of  said  company,  and  shall  give  notice  thereof  in  not  less 
than  two  newspapers  in  each  State,  in  which  subscription  books 
shall  have  been  opened,  at  least  thirty  days  previous  to  and  exclu- 
sive of  the  day  of  such  meeting;  and  such  subscribers  as  shall 
attend  the  meeting  so  called,  either  in  person  or  by  proxy,  shall 
then  and  there  elect  by  ballot  not  less  than  thirteen  directors  for 
said  corporation ;  and  in  such  election  each  share  of  said  capital 
stock  shall  entitle  the  owner  thereof  to  one  vote.  The  president 
and  secretary  for  the  time  being,  of  the  board  of  commissioners, 
and  in  case  of  their  absence  or  inability,  any  two  of  the  officers  of 
said  board  shall  act  as  inspectors  of  said  election,  and  shall  certify 
under  their  hands  the  names  of  the  directors  elected  at  such  meet- 
ing; and  the  said  commissioners,  treasurer  and  secretary,  shall 
then  deliver  over  to  said  directors  all  the  properties,  subscription 
books  and  all  other  books  in  their  possession.  And  said  commis- 
sioners, treasurer  and  secretary,  shall  submit  a  detailed  report  of  all 
their  doings  at  said  meetings,  and  said  stockholders  of  said  company 
may  thereupon  ratify  and  confirm  all  the  acts  of  the  said  commis- 
sioners, treasurer  and  secretary  in  the  premises,  so  that  the  same 
shall  be  found  to  be  lawfully  done  and  within  the  provisions  hereof. 
In  all  meetings  of  the  stockholders  of  said  company,  each  share 
shall  entitle  the  holder  thereof  to  one  vote  which  may  be  given  by 
said  stockholders  in  person  or  by  lawful  proxy.  And  the  annual 
meetings  of  the  stockholders  of  the  said  company  for  the  choice  of 
directors,  (when  they  are  to  be  chosen,)  and  the  transaction  of 
annual  business,  shall  be  holden  at  such  time  and  place  and  upon 
such  notice  as  the  said  company  in  their  by-laws  may  prescribe. 

Sect.  8.  The  directors  chosen  in  pursuance  of  the  seventh 
section,  shall,  so  soon  as  may  be  after  their  election,  elect  from 
their  own  number  a  president  and  vice-president ;  and  in  case  of 
vacancy  in  the  office  of  president,  or  temporary  absence,  the 
vice-president  shall  preside  at  the  meetings  of  the  board  and  dis- 
charge the  duties  of  president;  and  if  the  office  of  president 
and  vice-president  shall  become  vacant,  the  board  may  fill  such 
offices  from  their  own  board  pro  tempore,  and  until  the  next  election 
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of  directors ;  said  board  of  directors  shall  from  time  to  time,  and  so 
soon  as  may  be  after  their  election,  choose  a  treasurer  and  secre- 
tary, who  shall  hold  their  offices  at  the  will  and  pleasure  of  the 
board  of  directors.  The  secretary  shall  give  such  bonds,  with 
such  security  as  the  said  board  from  time  to  time  may  require. 
The  secretary  shall,  before  entering  upon  his  duty,  be  sworn  to  the 
faithful  discharge  thereof,  and  said  oath  shall  be  made  a  matter  of 
record  upon  the  books  of  the  said  corporation.  No  person  shall  be 
a  director  of  said  company  unless  he  shall  be  a  stockholder,  owning 
and  continuing  to  own  stock  absolutely  in  his  own  right,  and 
qualified  to  vote  for  directors  at  the  election  at  which  he  shall  be 
chosen,  and  so  continuing  during  the  term  of  his  election. 

Sect.  9.  The  president,  vice-president  and  directors,  shall, 
subject  to  the  conditions  of  the  eighth  section,  hold  their  office  for 
three  years  respectively,  and  until  others  are  chosen  in  their  place. 
In  case  it  shall  so  happen  that  an  election  of  directors  shall  not  be 
made  on  any  day  appointed  by  the  by-laws  of  said  company,  the 
corporation  shall  not  for  that  excuse  be  deemed  to  be  dissolved, 
but  such  election  may  be  holden  on  any  day  which  shall  be 
appointed  by  the  directors.  The  directors,  (a  majority  of  whom 
shall  be  a  quorum  for  the  transaction  of  business,)  shall  have  full 
power  to  make  and  prescribe  such  by-laws,  rules  and  regulations 
as  they  shall  deem  needful  and  proper,  touching  the  disposition 
and  management  of  the  stock,  property,  estate  and  effects  of  the 
company,  (not  contrary  to  this  charter,  or  the  laws  of  this  State, 
or  of  the  United  States  or  Territories,  or  of  any  State  through 
which  the  proposed  road  may  be  located,)  the  transfer  of  shares, 
the  duties  and  conduct  of  their  officers  and  their  servants  touching 
the  election  and  meeting  of  the  directors  and  all  matters  whatso- 
ever which  may  appertain  to  the  concerns  of  said  company,-  and 
the  said  board  of  directors  may  have  power  to  fill  any  vacancy  or 
vacancies  that  may  occur,  from  any  cause  or  causes,  from  time  to 
time,  in  their  said  board ;  and  the  said  board  of  directors  shall 
have  power  to  appoint  such  engineers,  agents  and  subordinates  as 
may  from  time  to  time  be  necessary  to  carry  into  effect  the  object 
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of  the  company,  and  to  do  all  acts  and  things  touching  the  location 
and  construction  of  said  road ;  but  neither  they,  nor  any  officer 
or  agent  shall  at  any  time  incur  any  liability  on  account  of  said 
company,  where  the  amount  thereof  shall  render  the  total  indebt- 
edness of  said  company  greater  than  the  total  amount  of  its  assets 
actually  paid  in,  granted  or  donated  to  said  company,  that  can  or 
may  be  applied  in  payment  of  its  indebtedness. 

Sect.  10.  The  directors  of  said  company  shall  make  an  annual 
report  of  their  proceedings  and  expenditures,  verified  by  the  affida- 
vits of  the  president  and  at  least  seven  of  the  directors,  and  shall 
publish  the  same  annually  in  at  least  one  newspaper  having  the 
largest  circulation  (as  determined  by  the  general  post  department 
of  the  United  States)  in  each  State,  and  in  the  city  of  Washington ; 
and  they  shall,  from  time  to  time,  fix,  determine  and  regulate  the 
fares,  tolls  and  charges  to  be  received  and  paid  for  transportation 
of  persons  and  property  on  said  road,  or  any  part  thereof;  but 
said  company  shall  in  no  case  take  or  receive  a  sum  greater  than 
four  cents  per  mile  for  the  transportation  of  persons,  nor  a  sum 
exceeding  four  cents  per  ton  of  two  thousand  pounds  per  mile  for 
the  transportation  of  freight,  articles  or  merchandise,  other  than 
metals,  live  stock  or  minerals. 

Sect.  11.  It  shall  be  lawful  for  the  directors  of  said  company 
to  require  payment  of  the  sum  of  ten  per  cent,  cash  assessment 
upon  all  subscriptions  received  of  all  subscribers,  and  the  balance 
thereof  at  such  times  and  in  such  proportions  and  on  such  condi- 
tions as  they  shall  deem  to  be  necessary  to  complete  the  said 
railroad  and  telegraph  line  within  the  time  in  this  act  prescribed. 
Sixty  days  previous  notice  shall  be  given  of  the  payments  required 
and  of  the  time  and  place  of  payment ;  and  in  case  any  stockholder 
shall  neglect  or  refuse  to  pay  in  pursuance  of  such  notice,  the 
stock  held  by  such  person  shall  be  forfeited  absolutely  to  the  use 
of  said  company,  and  also  any  payment  or  payments  that  shall 
have  been  made  on  account  thereof,  subject  to  the  condition  that 
the  board  of  directors  or  a  majority  thereof  may  allow  the  redemp- 
tion on  such  terms  as  they  may  prescribe. 
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Sect.  12.  Each  stockholder  of  this  company  shall  be  individu- 
ally liable  to  the  creditors  of  said  company  to  an  amount  equal  to 
the  amount  unpaid  on  the  stock  held  or  subscribed  for  by  him,  for 
all  debts  and  liabilities  of  such  company,  until  the  whole  amount 
of  the  capital  stock  so  held  by  him  shall  have  been  paid  to  the 
company ;  but  this  section  shall  in  no  way  be  constructed  as  author- 
izing the  contraction  of  any  debts  as  prohibited  in  section  nine. 

Sect.  13.  The  powers  and  privileges  granted  by  this  act  shall 
not  be  exercised  or  enjoyed  by  the  corporation  herein  named,  or  by 
their  successors,  unless  said  corporation  shall,  within  the  period  of 
five  years  after  the  passage  of  this  act,  in  good  faith  commence  and 
carry  forward  with  all  reasonable  dispatch,  active  operations  to 
accomplish  and  permanently  secure  the  objects  proposed  by  the 
terms  specified  herein. 

Sect.  14.  The  said  corporation  hereby  created  is  hereby  author- 
ized to  accept,  by  assignment  or  otherwise,  any  legally  assignable 
or  transferable  charter  of  any  other  State  or  States  that  may  have 
been  or  shall  hereafter  Jpe  granted  for  the  like  purpose,  and  to 
consolidate,  confederate  and  associate  with  such  other  corporations 
under  this  act :  provided,  all  such  other  corporations  so  chartered 
shall  have  legal  power  so  to  do  by  the  terms  of  their  charter  or 
the  authority  which  granted  them. 

Sect.  15.     This  act  shall  take  effect  from  and  after  its  passage. 


In  the  House  of  Representatives,  March  19,  1860. 
This  bill  having  had  three  several  readings,  passed  to  be  enacted. 

F.  A.  Pike,  Speaker. 

In  Senate,  March  19,  1860. 
This  bill  having  had  two  several  readings,  passed  to  be  enacted. 

T.  H.  Marshall,  President. 

March  20,  1860.     Approved.  Lot  M.  Morrill. 
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State  of  Maine. 

Office  of  Secretary  of  State. 

I  hereby  certify  that  the  foregoing  is  a  true  copy  of  the  original 
as  deposited  in  this  office. 

In  testimony  whereof,  I  have,  in  conformity  to  a  law  of  the 
United  States,  hereunto  affixed  the  seal  of  this  State,  at  Augusta, 
this  twenty-first  day  of  March,  in  the  year  of  our  Lord  one  thous- 
sand  eight  hundred  and  sixty. 

LEWIS  D.  MOORE, 

[SEAL.]  Deputy- Secretary  of  State. 


PEOPLE'S   PACIFIC    EAILROAD. 


MEETING    OIF    THE     COIIUEIvEISSIOIKrEIFtS. 


ADDRESS  BY  MR.  JOSIAH  PERHAM. 


The  Commissioners  of  the  People's  Pacific  Railroad  Company 
held  a  meeting  at  the  Adams  House,  yesterday  afternoon. 

They  were  called  to  order  by  Col.  Perkins  Gale,  of  Concord, 
N.  H. 

The  roll  of  Commissioners  included  in  the  act  of  incorpora- 
tion, was  read.     Thirteen  out  of  fifty-one  were  present. 

On  motion  of  A.  W.  Banfield,  of  Boston,  a  committee  was 
appointed  to  receive  votes  for  officers  of  the  Board  of  Commis- 
sioners. 

The  vote  for  President  was  as  follows  : 

Whole  number  of  votes 1 3 

Necessary  to  a  choice 7 

Josiah  Perham,  of  Boston,  had 12 

Daniel  Chamberlain  of  Boston 1 

and  Mr.  Perham  was  elected. 

Mr.  Perham  then  took  the  chair. 

Oliver  Frost,  of  Boston,  was  unanimously  elected  Vice  Presi- 
dent. 

On  the   ballot  for  Treasurer,  I.  S.  Withington,  of  Boston,  had 
10  votes,  and   Daniel  Chamberlain  2.     Mr.  Withington  was  ac- 
cordingly elected. 
2 
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On  the  vote  for  Secretary,  Abiel  Abbott  had  10  votes,  H.  W. 
Keyes  had  one,  and  Benjamin  French  one.  Mr.  Abbott  was 
elected. 

ADDRESS  BY  MR.  JOSIAH  PERHAM. 

Mr.  Perham  then  addressed  the  meeting  as  follows  : 

Gentlemen  of  the  Board  of  Commissione?°s  : 

I  heartily  thank  you  for  the  honor  conferred  on  me,  and  rejoice 
in  being  permitted  to  say  that  we  have  reached  the  first  stage  of 
progress  in  the  accomplishment  of  the  greatest  enterprise  of 
modern  times. 

The  far-sighted  and  enterprising  State  of  Maine  has  granted 
us  a  charter  for  the  Pacific  Railroad,  ample  in  its  provisions,  and 
at  the  same  time  cautious  and  well  guarded  in  its  restrictions. 
This  charter  provides  that  no  debt  shall  be  contracted  where  the 
amount  thereof  shall  render  the  total  indebtedness  of  the  company 
greater  than  the  total  amount  of  its  assets  actually  paid  in,  granted 
or  donated  to  said  company,  that  can  or  may  be  applied  in  pay- 
ment of  its  indebtedness  ;  and  no  stockholder  can  be  made  liable 
beyond  the  amount  of  his  subscription  for  stock. 

Having  cherished  this  enterprise  for  y,ears  with  unfaltering 
enthusiasm,  and  with  a  confidence  that  has  never  wavered,  I  now 
see  before  me  a  fair  prospect  of  the  accomplishment  of  all  my  ex- 
pectations. 

The  People's  Pacific  Railroad  will  be  built. 

To  accomplish  this  object,  we  propose  to  ask  one  hundred  dol- 
lars each  from  one  million  of  persons,  and  surely  so  trifling  a  sum 
will  not  be  refused  for  a  result  that  will  reflect  honor,  bring 
wealth,  and  multiply  happiness  to  the  whole  nation. 

I  need  call  your  attention  to  but  a  few  of  the  reasons  why  we 
and  others  should  engage  heartily  and  earnestly  in  this  enterprise. 

In  the  first  place,  it  will  bind  the  Atlantic  and  Pacific  States  by 
a  new  and  firm  bond  of  union. 

Maine,  by  granting  this  charter,  is  extending    her  hand  for  a 
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friendly  and  firm  grasp  with  California,  now  separate  from  the 
land  of  gold  by  a  sail  of  one  hundred  days  around  the  Cape,  or 
by  seven  thousand  miles  across  the  Isthmus. 

Maine  and  California,  the  Atlantic  and  Pacific,  will  then  be 
within  seven  days  of  each  other. 

Some  of  the  choicest  sons  of  all  the  old  States  are  making  their 
homes,  and  helping  to  form  a  new  empire  in  California.  Scarce 
a  family  circle  east  of  the  mountains,  but  has  some  relative 
there. 

The  facilities  afforded  by  this  road  for  a  reunion  of  families  for 
social  intercourse,  will  go  very  far  as  a  compensation  for  the  out- 
lay in  building  it. 

This,  however,  is  but  one  of  the  many  reasons  why  we  should 
urge  forward  this  great  work.  If  it  were  a  sacrifice  of  the  entire 
capital,  for  this  one  object,  it  would  be  money  well  expended. 
Other  motives,  however,  press  around  us  for  consideration. 

It  will  be  a  great  step  in  the  progress  and  wealth  of  the  nation. 
The  great  public  works  of  a  nation  are  the  monuments  of  its 
civilization. 

The  accomplishment  of  this  road,  completing  a  line  entirely 
across  the  whole  continent,  in  less  than  two  hundred  and  fifty 
years  after  its  first  settlement,  will  be  the  wonder  of  this  age,  and 
the  admiration  of  those  that  shall  live  hereafter. 

Great  as  this  enterprise  is  in  itself,  it  is  far  greater  in  the  future 
prospects  that  it  opens  before  us.  It  will  be  the  transit  route  for 
the  richest  commerce  on  earth.  The  riches  of  the  Indies  will 
then  be  at  our  command. 

The  uncounted  millions  of  Asia  and  Japan,  stimulated  to  indus- 
try by  more  frequent  intercourse  with  the  higher  forms  of  civiliza- 
tion, will  pour  their  accumulated  wealth  along  this  channel,  to  be 
distributed  not  only  to  all  the  cities  of  this  country,  but  over  all 
Europe. 

The  President  of  the  United  States,  in  his  message  of  Decem- 
ber, 1858,  has  well  said : 

"  In  a  commercial   point  of  view,  I  consider  this  the   great 
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question  of  the  day.  With  the  eastern  front  of  our  republic 
stretching  along  the  Atlantic,  and  its  western  front  along  the 
Pacific,  if  all  the  parts  should  be  united  in  a  safe,  easy,  and  rapid 
communication,  we  must  necessarily  command  a  very  large  pro- 
portion of  the  trade  both  of  Europe  and  Asia.  Our  recent  treaties 
with  China  and  Japan  will  open  these  rich  and  populous  empires 
to  our  commerce  ;  and  the  history  of  the  world  proves  that  the 
nation  which  has  gained  possession  of  the  trade  with  Eastern 
Asia,  has  always  become  wealthy  and  powerful.  The  peculiar 
geographical  position  of  California  and  our  Pacific  possessions, 
invites  American  capital  and  enterprise  into  this  fruitful  field.  To 
reap  the  rich  harvest,  however,  it  is  an  indispensable  prerequisite 
that  we  shall  first  have  a  railroad  to  convey  and  circulate  its 
products  throughout  every  portion  of  the  Union." 

In  addition  to  the  benefits  which  commerce  would  derive  from 
this  new  channel  of  transportation,  emigration  to  the  fertile 
regions  of  the  West  would  receive  a  fresh  and  powerful  impulse. 

This  is  the  proper  and  only  solution  of  the  difficulties  which 
beset  labor  at  the  present  time  in  the  cities  and  villages  of  the 
East. 

Men  are  demanding  employment  at  remunerative  prices  in  one 
section  of  the  Union,  while  fertile  lands  in  the  West  are  asking 
more  hands  for  their  cultivation.  Open  to  them  this  channel  to 
cheap  lands,  and  the  tide  of  population  would  pour  along  and  fill 
every  valley,  till  the  smoke  of  the  cabin  would  curl  around  every 
peak  of  the  Rocky  Mountains. 

The  money  contributed  for  strikes,  and  the  time  wasted  in 
idleness,  both  barren  of  any  good  results,  expended  upon  this 
road,  would  relieve  labor  at  the  East  and  crown  new  fields  with 
rich  harvests.  It  would  be  a  mercy  twice  blessed,  blessing  those 
that  go  and  those  that  remain. 

It  would  be  impossible  to  enumerate  all  the  benefits  of  this 
great  enterprise.  They  are  open  and  manifest  to  all  who  reflect 
upon  the  subject.     They  are  denied  by  none. 

The  next  question  for  consideration  :  Is  it  practicable  ? 
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The  route  proposed  in  the  charter  is  to  commence  on  the 
Missouri  river,  at  or  near  the  terminus  of  all  the  roads  running 
west  from  the  Atlantic,  between  the  Mississippi  and  St.  Lawrence 
rivers,  to  wit :  at  or  near  the  terminus  of  the  Pacific  Railroad  of 
Missouri,  running  from  St.  Louis  to  Kansas,  and  the  Hannibal 
and  St.  Joseph  Railroad,  running  from  the  Mississippi  river  to  the 
Missouri  river,  across  the  northerly  part  of  the  State  of  Missouri, 
about  three  hundred  and  fifty  miles  west  of  St.  Louis,  thence 
westward,  near  Pike's  Peak,  through  Utah  to  San  Francisco,  a 
distance  of  about  two  thousand  miles. 

This  is  called  the  middle  route.  It  has  been  explored  by  Col. 
Fremont  and  others,  carefully  examined  by  Senator  Benton,  and 
pronounced  practicable.  Over  this  route  thousands  of  teams  have 
passed,  some  of  them  loaded  with  two  tons  of  freight.  On  this 
same  road  a  path  may  be  laid,  so  that  the  steam  car  will  rapidly 
follow  the  wagon. 

If  the  road  is  possible,  is  there  enough  of  capital,  enterprise,  and 
courage  to  build  it? 

A  people  that  have  built  and  equipped  twenty  thousand  miles 
of  railroad  within  twenty-five  years,  can  surely  build  two  thou- 
sand miles  in  the  next  five  years.  A  draft  upon  the  iron  moun- 
tains of  Missouri  and  Pennsylvania  will  furnish  all  of  this  material 
that  will  be  required. 

It  is  the  intention  of  the  projectors  of  this  road  to  use  none  but 
American  iron. 

The  timber  requisite  is  found  near  at  hand  upon  a  large  portion 
of  the  way,  and,  building  by  sections  of  twenty-five  or  fifty  miles 
each,  the  road  itself  would  carry  along  its  own  timber  where  it  is 
needed. 

The  road  should  be  begun  at  both  ends  at  the  same  time, 
building  from  San  Francisco  east,  and  from  Kansas  west. 

Will  Congress  encourage  and  aid  this  enterprise  ? 

The  plan  now  before  that  body,  and  which  seems  to  meet  with 
unusual  favor,  is  the  very  one  met  and  contemplated  by  our 
charter. 

2* 
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We  ask  for  no  exclusive  favors.  If  Congress  will  give  us  the 
right  of  way,  the  privilege  to  take  materials  from  the  public  lands 
and  every  other  section  of  land,  to  a  reasonable  extent  on  each 
side  of  the  road,  it  is  all  we  ask. 

They  can  do  the  same  on  the  Southern  and  Northern  routes 
whenever  parties  are  ready  to  build  these  roads. 

We  strike  for  the  Central  route  first,  to  be  built  in  the  name  of 
and  by  the  American  people. 

We  do  not  ask  timid  capital  to  risk  its  millions,  but  we  do  ask 
the  strong  and.  courageous,  one  million  of  the  American  people, 
to  unite  and  put  their  hands  to  this  work,  and  it  will  be  done. 

We  ask  them  to  take  one  share  each,  and  no  one  more  than  ten 
shares,  paying  ten  dollars  on  each  share  when  the  subscription  is 
made,  in  the  greatest  enterprise,  fraught  with  more  blessings  than 
any  other  business  enterprise  of  this  or  any  other  age. 

We  ask  twenty  thousand  people  of  Boston  and  Massachusetts 
to  subscribe  for  one  share  each,  within  four  weeks  after  the  books 
are  open  ;  which  will  give  it  such  force  as  to  sweep  the  whole 
country  like  a  whirlwind. 

One  year  of  vigorous  war  with  a  powerful  nation,  would  cost 
more  than  the  money. 

But  we  are  by  no  means  contemplating  the  loss  of  the  capital 
expended  upon  the  road.  The  railroad  across  the  Isthmus  of 
Panama,  though  built  under  great  disadvantages,  and  at  a  great 
expense,  is  now  one  of  the  highest  paying  stocks  in  the  country. 
The  steamboats  which  supply  this  road  with  passengers,  both  on 
the  Pacific  and  the  Atlantic,  are  richly  paying  lines. 

A  road  from  the  Atlantic  to  the  Pacific  Ocean,  fed  by  all  nations, 
by  ships  and  steamboats  from  every  part  of  the  world — fed  by  all 
the  commerce  of  the  world — thronged  by  passengers  to  and  fro 
of  fifty  millions  of  Americans,  must  be  one  of  the  best  paying 
roads  in  the  world. 

In  addition  to  the  railroad,  our  charter  permits  us  to  establish  a 
line  of  telegraph  along  the  whole  route.  This  should  be  com- 
menced as  soon  as  our  subscriptions  have  reached  fifteen  millions 
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of  dollars,  which  should  be  by  the  first  of  July,  and  the  line  com- 
pleted, so  as  to  convey  through  the  President's  Inaugural  to  Cali- 
fornia on  the  4th  of  March  next.     This  can  be  done. 

That  California  will  give  us  not  only  permission  to  build  the 
road  across  her  territory,  but  every  other  facility  in  her  power,  we 
have  no  manner  of  doubt.  Indeed,  we  have  the  strongest  assur- 
ances that  they  will  meet  us  with  their  own  resources,  at  the 
border  of  that  State,  and  do  much  more  than  this,  if  required.  I 
have  received  letters  from  California  stating  that  nine-tenths  of 
the  people  there  will  subscribe  for  stock  in  our  company. 

I  have  received  letters  from  all  parts  of  the  South  and  West, 
stating  that  our  plan  for  building  the  road  meets  with  much  favor, 
and  that  large  numbers  will  subscribe  for  the  stock. 

Assured  that  we  are  right,  we  have  nothing  now  left  but  to  go 
ahead. 

I  therefore  recommend  that  the  Commissioners  forthwith  peti- 
tion Congress  for  a  right  of  way  across  the  Territories,  and  for  a 
grant  of  land  in  aid  of  the  road.  Also,  that  a  petition  be  for- 
warded to  California,  by  the  steamer  of  the  5th  of  April,Jby  a 
special  messenger,  asking  the  Legislature  of  that  State  for  a  right 
of  way  across  its  territory,  and  for  such  further  aid  as  they  may 
choose  to  grant. 

I  further  recommend  that  the  State  Legislature  now  in  session, 
and  such  other  State  Legislatures  as  may  be  in  session  during  the 
next  three  months,  be  requested  to  instruct  their  Senators  and 
request  their  Representatives  in  Congress  to  vote  for  the  right 
of  way  and  a  grant  of  land  to  this  Company. 

I  recommend  that  the  Boards  of  Trade  of  Boston,  New  York, 
Philadelphia,  Baltimore,  Richmond,  Charleston,  Mobile,  New 
Orleans,  San  Francisco  and  other  cities  in  the  United  States,  be 
requested  individually  to  subscribe  to  the  stock  of  this  Company. 
1  recommend  that  the  books  for  the'  subscription  of  the  stock 
in  this  company  be  opened  in  Boston  forthwith,  and  in  New 
York,  Philadelphia,  Baltimore,  Washington,  New  Orleans,  St. 
Louis,  St.  Joseph,  Chicago,  Cincinnati,  San  Fransisco,  and  all 
other  cities,  towns  and  villages  in  the  United  States  as  soon  as 
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may  be,  so  that  no  one  can  complain  of  not  having  an  opportunity 
to  subscribe  to  the  stock. 

recommend  that  the  commissioners  and  all  agents  engaged  in 
obtaining  subscriptions  to  the  stock  of  the  company,  be  required 
to  give  bonds,  or  such  other  security  as  will  insure  the  prompt 
payment  of  the  money  obtained  into  the  Treasury,  and  that  such 
by-laws  and  regulations  be  adopted  as  will  secure  that  result,  so 
that  the  money  in  no  case  can  be  appropriated  for  any  other 
purpose  than  specified  in  our  charter. 

The  Remarks  of  Mr.  Perham  were  greeted  with  applause. 

THE    TREASURER    AND    HIS    SECURITIES. 

Mr.  Moses  W.Wilson,  of  Westford,  Conn.,  thought  the  matter 
was  in  itself  capable  of  being  carried  out ;  but  they  first  wanted 
the  confidence  of  the  American  public.  He  would,  therefore, 
ask  the  Board  to  appoint  a  committee  of  its  number  to  take  into 
consideration  the  amount  of  bonds  of  the  Treasurer,  and  the 
character  of  the  securities.  He  had  no  distrust  of  the  Treasurer, 
but  the  people  had  got  to  be  assured  that  their  money  would  be 
legitimately  expended.  Then  they  would  go  into  this  work  with 
zeal  and  energy. 

The  committee  suggested  was  constituted  as  follows  : 
Hon.   Eliphalet  Trask,  of  Springfield,   Joseph  A.  Gilmore,  of 
Concord,  N.  H.,  David  Wilder,  Jr.,  of  Brookline,  Abiel  Abbott, 
of  Boston,  John  O.  Presbrey,  of  Boston. 

BY-LAWS. 

On  motion  of  J.  M.  Beckett,  of  Boston,  the  chair  appointed  the 
following  gentlemen  to  draft  a  code  of  by-laws  for  the  Govern- 
ment of  the  Commission :  J.  M.  Beckett,  of  Boston ;  J.  O. 
Presbrey,  of  Boston;  D.  Wilder,  Jr.,  of  Brookline  ;  D.  Chamber- 
lain, of  Boston;  H.  W.  Keyes,  of  Boston. 

The  President  presented  the  draft  of  a  memorial  to  Congress, 
asking  for  the  right  of  way,  and  every  other  section  of  land  for  a 
reasonable  distance  on  both  sides  of  the  contemplated  road. 

The  meeting  then  adjourned  to  3  o'clock,  P.  M.,  to-day,  at  the 
same  place. 


BY-LAWS   OF   BOARD   OF   COMMISSIONERS. 


Rules  and  Regulations  to  govern  the  doings  of  the  Board  of 
Commissioners  of  the  People's  Pacific  Railroad  Company. 

Article  1.  In  conformity  with  the  requirements  of  the  charter 
of  said  Corporation,  the  time  and  place  for  holding  all  meetings 
of  said  Board,  shall  be  called  by  the  President  and  Secretary  of 
said  Company,  by  a  printed  or  written  notice,  sent  and  directed 
to  each  of  the  several  members  thereof,  post-paid,  stating  the  time 
Oqnd  place  at  least  seven  days  before,  and  exclusive  of  the  day 
designated  for  the  meeting. 

Art.  2.  The  President,  when  present,  shall  preside  at  all  meet- 
ings of  the  Board,  and,  in  his  absence,  the  Vice  President  shall 
discharge  his  duties. 

Art.  3.  At  the  meetings  of  said  Board,  the  several  rules  and 
orders,  as  established  in  Congress  shall  prevail,  but  at  any  meet- 
ing a  motion  may  be  made  and  entertained  for  the  suspension  of 
any  rule  or  order,  and  said  motion  shall  not  be  voted  upon  until 
the  next  meeting  of  the  Board.  And,  provided,  that  the  notice 
of  the  next  meeting  shall  contain  notice  of  said  motion  to  sus- 
pend, and  the  object  thereof.  By  a  vote  of  the  majority,  after 
such  delay  and  notice,  any  rule  or  order  may  be  suspended. 

Art.  4.  Each  Commissioner,  and  all  other  Agents,  in  such 
localities,  as  said  Board  may  by  vote  deem  it  expedient  to  open 
books  for  subscription  to  the  stock  of  said  Corporation,  under  said 
charter,  shall,  before  receiving  said  books  or  book,  and  the  vouch- 
ers of  their  being  duly  authorized  to  discharge  said  trust,  give 
such  bonds  and  security  as  a  committee  of  five  of  said  Commis- 
sioners, especially  chosen  for  that  purpose,  may  determine  ;  and 
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said  bond  shall  require  that  said  Commissioner  or  Agent  remit  to 
the  Treasurer  of  said  Company  as  often  as  once  in  ten  days  all 
the  funds  in  full,  or  as  often  as  he  may  have  five  hundred  dollars, 
but  in  no  case  shall  any  Commissioner  or  Agent  delay  to  remit 
more  than  ten  days ;  but  no  Commissioner  or  Agent  for  the  sub- 
scription of  stock  shall  be  required  to  give  bonds  or  security  in  a 
greater  sum  than  twenty  thousand  dollars. 

Art.  5.  The  rate  of  compensation  of  the  several  officers  and 
agents  for  procuring  subscriptions  for  the  stock  of  said  Corpora- 
tion, shall  be  determined  by  a  committee  of  five,  appointed  espe- 
cially from  the  Board  aforesaid  for  that  purpose,  and  no  compen- 
sation for  any  service,  incidental  charge,  or  expense,  shall  be  paid 
by  said  Board  or  the  Treasurer  thereof,  except  by  the  special  order 
and  approval  of  said  committee  in  writing,  and  no  member  shall 
have  a  right  to  vote  relating  to  any  compensation  or  claim  in 
which  such  member  has  a  direct  or  indirect  pecuniary  interest. 

Art.  6.  The  Bond  of  the  Treasurer  of  said  Company  shall  be 
for  a  sum  not  less  than  fifty  thousand  dollars,  for  the  faithful  dis- 
charge of  his  duties,  said  Bond  to  be  increased  at  the  pleasure  of 
the  Board.  A  committee  of  five  shall  be  appointed  to  examine 
the  accounts  of  the  Treasurer,  and  when  the  amount  in  the 
Treasury  shall  exceed  the  amount  of  the  bond  of  the  Treasurer, 
said  Committee  shall  report  to  the  Board  aforesaid.  The  examin- 
ation shall  be  made  by  said  Committee  at  least  once  in  thirty 
days. 

Art.  7.  The  security  given  by  the  Treasurer  for  his  bond, 
shall  be  such  as  will  meet  the  approbation  of  a  committee  chosen 
by  the  aforesaid  Board,  for  that  purpose,  which  committee  maybe 
the  same  which  shall  examine  said  Treasurer's  accounts,  as  before 
mentioned. 

Art.  8.  The  Secretary  of  the  Board  shall  keep  a  true  record 
of  the  Board  and  all  the  doings  thereof,  and  of  all  committees 
and  the  doings  thereof.  He  shall  keep  a  record  of  all  subscrip- 
tion books,  to  whom  sent  or  delivered,  of  the  vouchers  of  those 
appointed  and  qualified  to  receive  subscriptions  of  stock  of  said 
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corporation,  and  the  President  and  Secretary  shall  be  ex-officio 
members  of  all  committees  appointed  by  said  Board. 

Art.  9.  All  vacancies  or  additions  to  the  Board  of  Commis- 
sioners shall  be  filled  by  an  election  by  the  Board,  by  written  or 
printed  ballot,  and  all  committees  shall  be  elected  and  any  vacan- 
cy on  committees  shall  be  filled  in  like  manner. 

Art.  10.  Such  additional  by-laws  as  the  Board  may  deem 
requisite,  may  be  made  only  in  manner  following :  Motion  in 
writing,  embodying  the  proposed  additional  by-law,  shall  be  sub- 
mitted at  a  regular  meeting  of  the  Board,  and  the  same  shall  be 
laid  upon  the  table,  for  action  at  the  next  or  such  subsequent 
meeting  as  the  Board  may  by  vote  determine,  and  the  notice  of 
the  meeting  at  which  the  same  is  to  be  acted  upon,  shall  contain 
a  copy  of  the  proposed  addition,  and  a  majority  vote  required  to 
pass  the  same.  Any  change  in  the  adopted  by-laws  shall  be 
made  in  like  manner. 
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The  President,  in  his  message  to  Congress,  says : 

"  It  is  freely  admitted  that  it  would  be  inexpedient  for  this 
government  to  exercise  the  power  of  constructing  the  Pacific 
Railroad  by  its  own  immediate  agents.  Such  a  policy  would 
increase  the  patronage  of  the  executive  to  a  dangerous  extent, 
and  introduce  a  system  of  jobbing  and  corruption  which  no  vigi- 
lance on  the  part  of  federal  officials  could  either  prevent  or  detect. 
This  can  only  be  done  by  the  keen  eye,  and  active  and  careful 
supervision,  of  individual  and  private  interest.  The  construction 
of  this  road  ought,  therefore,  to  be  committed  to  companies  incor- 
porated by  the  States,  or  other  agencies  whose  pecuniary  inter- 
ests would  be  directly  involved.  Congress  might  then  assist  them 
in  the  work  by  grants  of  land  or  of  money,  or  both,  under  such 
conditions  and  restrictions  as  would  secure  the  transportation  of 
troops  and  munitions  of  war  free  from  any  charge,  and  that  of  the 
United  States  mail  at  a  fair  and  reasonable  price. — [President 
Buchanan's  Annual  Message,  Dec,  1858. 
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THE  PACIFIC  RAILROAD. 

THE   RELATIONS 


EXISTING   BETWEEN   IT   AND    THE 


GOVEKNMENT  OF  THE  UNITED  STATES. 


It  is  impossible  to  discuss,  intelligibly,  tlie  question  of  the 
relations  between  the  government  of  the  United  States  and 
the  Pacific  Railroad  Companies,  and  of  their  respective  legal 
obligations  and  rights,  under  and  by  virtue  of  the  act  incor- 
porating said  companies,  without  a  full  and  careful  considera- 
tion of  the  condition  of  the  country  at  the  time  of  the  passage 
of  the  bill  and  the  amendments  thereto,  as  nearly  all  the 
arguments  urged  in  favor  of  or  against  the  proposed  measure 
were  drawn  from  such  condition,  which  was  one  of  civil  war 
threatening  the  very  existence-  of  the  nation.  All  the  mind 
and  strength  of  the  people  of  the  North  were  put  forth  for 
self-preservation  and  the  maintenance  of  their  territorial  unity. 
One  of  the  means  to  this  end  was  a  railroad  across  the  conti- 
nent to  unite  its  two  great  slopes.  It  was  inaugurated,  on  the 
part  of  government,  almost  wholly  as  a  military  measure.  The 
appropriations  made  to  it  were  regarded  as  fully  justified  on 
such  ground.  Its  construction  was  committed  to  a  private 
company,  or  companies,  for  the  reason  of  their  greater  compe- 
tency to  construct  and  manage  works  that  were  to  be  commer- 
cial as  well  as  military  in  their  character.  As  the  value  of  the 
road,  for  whatever  purposes,  would  be  shared  equally  by  the 
nation,  it  was  but  just  that  its  cost  should,  as  far  as  necessary, 
be  assessed  equally  upon  the  nation. 


All  these  considerations  entered  into  and  gave  the  peculiar 
form  of  language  to  the  bill  that  was  finally  passed.  Strange  to 
say,  these  considerations  are  now  almost  wholly  forgotten,  and 
by  none  more  so  than  by  the  government  which  inaugurated 
and  supplied  the  means  for  the  construction  of  the  roads,  and 
which  is  supposed  to  be  always  connusant  of  its  acts  in  the  past. 
But  this  very  government  now  seeks  to  construe  the  law,  not  by 
reasons  and  conditions  existing  when  it  was  enacted,  but  by 
those  now  existing,  and  which  are  wholly  different.  But  the 
companies  need  not  shun  a  legal  contest.  They  can  be  compelled 
to  do  only  what  they  agreed  to  do.  Government  was  compe- 
tent to  make  an  outright  gift  of  its  bonds,  if  it  chose — or  to 
give  credit  for  the  interest,  as  well  as  principal,  for  the  whole 
time  the  latter  had  to  run.  There  is  no  privity  between  the 
holders  of  the  bonds  of  the  government  and  the  railroad  com- 
panies. The  attorney-general  unfortunately  knows  nothing  of 
all  this.  He  was  not  in  a  position  to  know  any  thing  of  the 
feeling  or  action  of  the  North  when  the  railroad  bill  became 
a  law.  He  has,  consequently,  assumed  both  his  law  and  his 
facts  to  support  his  conclusions. 

The  railroad  companies  are  perfectly  willing  to  join  issue 
with  him  on  all  the  questions  he  has  raised.  But  a  rigid  con- 
struction of  the  law,  while  it  would  fully  maintain  their  legal 
positions,  would  now  satisfy  no  one — not  the  government,  as 
it  would  still  be  paying,  yearly,  a  large  sum  by  way  of  interest, 
without  receiving  what  would  appear  to  be  an  adequate  equi- 
valent in  return.  It  would  not  now  satisfy  the  companies, 
although  it  would  fully  vindicate  their  rights,  as  it  would  still 
leave  them  subject  to  a  repetition  of  attacks  similar  to  that  now 
made  on  them,  and  create  constant  distrust  as  to  the  value  of 
their  securities,  which  have  passed  almost  wholly  into  the  hands 
of  innocent  parties,  and  are  scattered  over  the  world.  The  rea- 
sonableness and  equity  of  their  position,  consequently,  must  be 
restated  and  established,  as  they  can  be,  beyond  controversy 
or  cavil.  It  must  be  shown  that  it  was  never  intended  that 
they  should  pay  interest  on  the  government  bonds  "  except  in 
manner  provided  "—-to  wit,  by  the  transportation  of  govern- 
ment mails,  troops,  and  munitions  of  war  ;  that  they  ought  not 
to  pay  the  interest  in  any  other  manner;  that  the  services  ren- 


dered  and  to  be  rendered  to  the  government  are,  what  it  was 
anticipated  they  would  be,  a  fall  and  ample  equivalent  for  any 
and  all  aid  extended  to  the  road ;  and  that  the  positions  taken 
by  the  attorney-general — that  "  it  is  incredible  that  Congress 
should  have  intended  to  assume  so  large  a  liability,  with  so 
small  a  provision  for  its  reimbursement  " — "  that  the  Union 
Pacific  Railroad  Company  is  substantially  an  act  of  bounty  on 
the  part  of  the  government " — "  that  the  government  and  com- 
pany are  in  the  relations  of  donor  and  donee  j"  and  "that,  con- 
sequently, the  government  may  lawfully  claim  from  the  com- 
pany the  interest  on  its  bonds  as  it  falls  due " — are  wholly 
gratuitous  and  unfounded  assumptions,  while  his  reasoning 
from  these  premises  is  absurd  and  puerile  to  the  last  degree. 
The  controversy  with  the  companies  was  not  one  of  their 
seeking.  A  grievous  wrong  has  been  done  them,  and  they 
should  not  now  rest  till  their  positions  and  rights  are  fully  vin- 
dicated and  accorded,  not  only  by  the  action,  but  by  the  con- 
viction, both  of  the  government  and  the  people. 

As  already  stated,  the  arguments  made  use  of,  when  the  subject 
of  the  Pacific  Railroad  was  under  discussion  and  the  company 
chartered,  were  drawn  from  the  condition  of  the  country,  then 
convulsed  and  threatened  with  dismemberment  by  civil  war  ; 
the  saving  that  it  would  effect  in  the  transportation  of  troops, 
subsistence,  and  munitions,  and  the  advantages  that  would  result 
to  the  nation,  in  opening  up  to  settlement  and  cultivation  of 
immense  areas  of  territory  hitherto  inaccessible,  and  by  con- 
necting by  a  grand  highway  the  oceans  that  front  the  two  great 
slopes  of  the  continent.  The  subject,  however,  was  by  no 
means  a  new  one.  For  ten  years  previous,  a  railroad  to  the 
Pacific  coast  had  been  constantly  urged  as  a  military  and 
commercial  necessity;  but  no  progress  was  made  toward  its 
construction.  Elaborate  examinations  had  been  made  at  the 
cost  to  the  government  of  many  millions  of  dollars.  Several 
routes  were  proposed,  although  it  was  felt  that  only  one  road 
could  or  should  be  built.  The  bitterest  local  jealousies  pre- 
vailed. The  Southern  States  insisted  upon  one  route,  the 
Middle  States  upon  another,  and  the  extreme  North  upon 
another.     ISTo  route  proposed  could  command  a  majority  in 


Congress  Could  a  majority  for  any  particular  one  have 
been  obtained,  tlie  constitutional  bugbear  stood  in  the  way  of 
a  direct  appropriation  to  it  of  money ;  at  the  same  time  it 
was  felt  that,  without  government  aid,  private  capital  would 
not  advance  a  dollar.  The  undertaking  was  regarded  as  alto- 
gether too  vast  for  individual  enterprise.  There  was  no  prece- 
dent for  a  work  of  such  immense  magnitude.  If  constructed, 
no  one  had  any  confidence  that  it  would  make  its  current  ex- 
penses, or  that  it  could  oe  maintained  by  any  hand  less  pow- 
erful than  that  of  the  .Federal  Government.  The  two  loftiest 
mountain  ranges  on  the  continent  had  to  be  overcome.  It 
was  generally  believed  that  the  conditions  necessary  to  the 
maintenance  of  a  railroad  over  them  did  not  exist.  While, 
therefore,  the  importance  of  suoh  a  work  was  universally  ad- 
mitted, and  while  it  was  the  subject  of  constant  discussion,  no 
progress  was  made,  apparently,  from  year  to  year  toward  its 
accomplishment. 

Early  in  1861,  the  war  of  the  rebellion  broke  out.  "With 
the  civil,  foreign  wars  were  most  imminent — the  Trent  affair 
showed  how  imminent.  Another  and  similar  occasion  might 
any  day  arise.  Both  England  and  France  regarded  the 
country  as  dismembered,  and  the  crisis  as  their  opportunity. 
With  the  characteristic  indecision  of  a  trading  and  commercial 
nation,  England  waited  till  we  should  fall  to  pieces,  when  her 
role  would  be  that  of  a  wrecker  rather  than  that  of  an  assailant. 
France  actually  proceeded  upon  the  assumption  that  we  had 
ceased  to  exist  as  a  nation,  and  invaded  Mexico  for  the  purpose 
of  being  in  a  position  to  assail  our  south-western  frontier.  But 
the  North,  instead  of  sinking,  rose  with  the  emergency.  It 
struck  for  empire  as  well  as  for  existence.  One  of  the  first 
questions  considered  was  the  preservation  of  its  Pacific  posses- 
sions. It  was  seen  that,  cut  off  from  communication  with  them 
by  sea,  they  could  be  retained  only  by  means  of  a  railroad, 
which  should  unite  them,  through  our  own  territory,  with  the 
Eastern  States.  There  was  no  longer  a  doubt  as  to  the  right 
to  appropriate  money  for  the  opening  of  such  a  communica. 
tion,  no  more  than  there  was  in  appropriating  money  for  the 
building  of  ships  or  forts,  or  for  the  raising  and  maintaining 


of  armies.  The  paramount  necessity  was  law.  The  war  at  the 
same  time  put  an  end  to  all  other  questions  which  had  stood 
in  the  way  of  the  work.  The  South  was  no  longer  in  Con- 
gress. The  North  was  reconciled  to  one  route,  which,  com- 
mencing at  the  hundredth  meridian,  was  provided  with  branch 
lines,  so  as  to  be  almost  equally  accessible  from  all  portions  of 
the  loyal  States.  The  war,  while  it  created  the  necessity  of 
the  road,  had  greatly  enlarged  the  ideas  of  the  people  as  to  the 
wealth  of  the  country  and  of  their  capacity  for  great  enter- 
prises. What  were  the  few  millions  that  were  required  for  a 
Pacific  railroad,  compared  with  the  monthly  expenditures  that 
were  then  being  made  for  the  war  ?  All  obstacles  to  the  inau- 
guration of  this  great  enterprise  were  removed.  The  only 
questions  left  for  consideration  were,  By  whom  should  it  be 
constructed  and  managed  ?  and  Upon  what  basis  should  the 
means  for  its  construction  be  supplied  ? 

By  general  consent  it  was  agreed  that,  for  reasons  already 
recited,  it  should  be  committed  to  the  charge  of  a  private 
company,  but  upon  terms  that  would  bring  to  it  the  largest 
amount  of  private  experience  and  capital.  After  a  full  con- 
sideration of  the  whole  subject,  it  was  agreed  that  govern- 
ment should  advance  its  bonds,  bearing  six  per  cent  interest, 
and  payable  in  thirty  years,  and  that  the  road  should  do  the 
government  transportation  at  reasonable  rates  ;  that  the 
charges  for  this  transportation,  which  it  was  supposed  would 
equal  twice  the  accruing  interest,  should  be  credited  to  the 
company ;  and  that  the  whole  amount  of  principal  and  interest 
found  to  be  due  at  the  expiration  of  thirty  years,  should  be  a 
debt  against  the  company,  to  be  secured  by  a  mortgage  on  the 
road.  A  final  settlement,  for  very  good  reasons,  was  not  to 
be  made  till  the  bonds  fell  due.  It  could  not  well  be  made 
till  then.  Government,  one  year,  might  be  largely  in  debt  to 
the  company,  in  the  matter  of  transportation.  In  another,  it 
might  be  largely  its  creditor.  It  was  felt  that  the  utmost 
indulgence  should  be  extended  on  the  matter  of  interest,  if 
not  earned,  in  the  mean  time,  by  charge  of  transportation. 
At  the  end  of  thirty  years,  there  would  be  75,000,000  of  peo- 
ple in  the  United  States.  The  commerce  of  the  country  at 
the  end  of  this  period  could  not  fail  to  make  the  road  good 
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property.  The  security  for  the  loan,  principal  and  interest, 
was  perfect.  The  conviction,  too,  was  universal  that,  unless 
such  indulgence  were  extended,  not  a  dollar  of  private  capital 
could  be  secured  in  aid  of  the  road. 

Such  is  a  brief  sketch  of  the  early  history  of  this  great  enter- 
prise. That  it  is  a  truthful  one,  the  extracts,  which  we  give 
herewith,  from  the  debates  upon  the  bill  in  both  Houses  of 
Congress,  will  fully  prove.  Every  line  of  them  has  been  care- 
fully examined  to  see  whether  any  remarks  or  statements  were 
made  at  variance  with  the  general  drift  of  the  arguments  used. 
On  the  one  side,  it  was  contended  that  the  work  was  a  military 
necessity,  and  that  it  would  prove  a  measure  of  economy  in 
the  matter  of  transportation,  and  that  the  appropriations  made 
to  it  were  under  war-powers  of  the  government.  None  of 
these  positions  were  controverted.  The  bill  was  opposed  on 
the  ground  that  the  condition  of  the  country,  at  the  time,  did 
not  warrant  such  an  immense  expenditure,  as  every  dollar  ex- 
pended upon  the  road  would,  as  far  as  any  direct  revenue  was 
concerned,  be  wholly  lost.  < 

The  debate  on  the  bill  was  opened  in  the  House  by  the 
Hon.  A.  A.  Sargent,  of  California,  a  member  of  the  Select 
Committee  on  the  Pacific  Railroad.  It  was  an  exhaustive 
statement  of  the  whole  question,  as  the  following  extracts  will 
show.  (See  Congressional  Globe,  p.  599,  Part  II.,  Session  2d, 
37th  Congress.) 

"  The  position  of  the  people  of  California,  and  of  the  whole  Pacific  coast," 
said  Mr.  Sargent,  "is  a  most  unenviable  one.  In  case  of  foreign  -war,  we  pos- 
sess neither  the  power  nor  means  to  successfully  defend  ourselves  from  the 
assaults  of  our  foes.  The  isthmus  route,  now  available  and  open,  will  then 
be  closed.  Our  only  water  communication  will  be  via  Cape  Horn — a  journey 
of  over  fifteen  thousand  miles,  requiring  from  four  to  five  months  to  make  the 
passage  in  clipper  ships,  assailable  by  the  enemy's  vessels  its  whole  length. 
Even  supposing  a  vessel  fortunate  enough  to  escape  the  attention  of  the 
enemy's  cruisers  on  the  Atlantic,  she  must  then  run  the  gauntlet  of  the 
Pacific ;  and  on  arriving  at  San  Francisco,  how  will  she  pass  the  enemy's 
blockading  fleet  ?  No,  sir ;  the  first  result  of  a  foreign  war  will  be  the  entire 
destruction  of  our  commerce. 

"  Let  us  see  what  are  the  inducements  to  a  campaign  for  conquest.  We  have 
there  in  the  centre  of  the  Pacific  coast  a  port  and  harbor  hardly  equaled  by 
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that  of  any  other  country  on  the  globe — a  noble  bay,  stretching  away,  as  I 
have  said,  forty  miles  to  the  southward,  and  twenty  to  the  northward,  com- 
pletely land-locked,  in  which  the  navies  of  the  world  might  ride  in  safety. 
This  harbor,  accessible  only  by  a  narrow  entrance,  and  forming  the  key  which 
unlocks  or  locks  the  inland  navigation  to  a  rich  valley  four  hundred  miles  in 
length  and  fifty  in  width — the  key  which  holds  possession  of  the  richest  min- 
ing territory  of  gold  and  Silver  in  the  known  world,  whose  annual  yield  of  the 
precious  metals  is  not  far  short  of  $100,000,000 — a  territory  which  employs 
a  half-million  of  people  in  its  development ;  a  magnificent  city  of  nearly  one 
hundred  thousand  inhabitants  lies  at  its  entrance,  with  its  wharves  and  docks, 
its  custom-house  and  mint,  its  costly  public  buildings  and  private  dwellings  ; 
commanding  this  entrance  are  a  system  of  fortifications  on  which  millions  of 
dollars  have  been  expended,  and  which,  when  fully  completed  under  the  su- 
pervision of  a  great  power  which  was  determined  to  make  them  such,  could 
be  made  as  impregnable  as  the  rock  of  Gibraltar. 

"  At  the  head  of  this  noble  bay  our  enemy  would  find  to  tempt  him  a  capa- 
cious navy-yard,  replete  with  every  modern  convenience  and  appliance  neces- 
sary for  his  purposes  ;  a  dry-dock  within  which  to  repair  his  ships ;  an  arse- 
nal ;  barracks  for  his  soldiers  ;  in  short,  every  thing  necessary  to  enable  him 
to  maintain  his  position,  all  built  and  ready  fitted  to  his  hand.  Holding  these, 
he  holds  California  ;  he  holds  the  Pacific  coast ;  he  holds  the  gold  and  silver  of  the 
mountains  ;  he  holds  the  commercial  centre  of  the  Pacific  ;  the  great  mart  of  trade  ; 
the  growing,  glorious  empire  of  the  West ;  the  pride  of  the  Union,  and  its  earnest, 
faithful  adherent.  Are  these  advantages  which  a  grasping,  powerful  enemy 
would  scorn  to  possess  himself  of?  Is  not  this  a  prize  worthy  ambition? 
Will  you  expose  your  jewels  to  every  thief,  and  then  stupidly  wonder  that 
they  are  stolen  ? 

"  Our  enemy  in  possession  of  this  harbor,  of  these  fortifications,  of  the  navy- 
yard,  dry -dock,  and  arsenal,  and  in  command  of  the  inland  navigation,  what 
could  the  people  of  California  do  without  cannon  or  ammunition,  and  without 
the  means  of  procuring  them  ?  How  could  they  protect  themselves  ?  Sir, 
they  would  have  a  choice  of  evils — starvation,  surrender  to  foreign  do- 
mination, or  an  exodus  across  the  Sierras.  I  am  no  alarmist,  nor  do  I 
desire  to  add  one  jot  or  tittle  to  the  embarrassments  under  which  our  beloved 
country  is  now  laboring.  But  I  believe  I  speak  the  words  of  sober  truth, 
when  I  say  that,  had  the  late  Trent  imbroglio  not  admitted  of  a  peaceful  solu- 
tion ;  had  the  views  and  convictions  of  many  of  my  friends  and  associates  on 
this  floor  been  sustained  by  a  warlike  answer  to  the  demands  of  Great  Britain, 
or  a  refusal  to  deliver  up  the  persons  of  the  Confederate  ambassadors,  that  to- 
day, even  as  we  sit  here,  this  first  blow  would  have  been  struck,  and  the  har- 
bor of  San  Francisco  sealed. 

"  To  illustrate  my  views  fully  upon  the  financial  workings  of  this  bill,  I 
have  prepared  a  table  of  the  amount  of  bonds  to  be  issued  each  year,  until 
the  entire  road  is  completed.  It  will  be  observed  that  no  payment  of  these 
bonds  is  to  be  made  under  thirty  years  from  their  date,  only  the  interest  upon 
them  as  it  accrues  ;  and  that  their  issuance  is  in  fact,  aside  from  their  interest, 
a  mere  loan  of  the  credit  of  the  government. 

"  As  many  of  these  bonds  will  not  be  issued  under  twelve  years  from  this 
date,  to  wit,  $60,800,000,  and  the  bulk  of  them  not  till  after  eight  years,  it 


10 

follows  that  they  will  not  mature  under  from  thirty  to  forty-two  years  from 
the  passage  of  the  bill.  The  actual  burdens  upcn  the  treasury  before  maturity  will 
be  as  follows,  they  being  for  interest  exclusively  : 

In  1865 $168,000        In  1871 $2,363,000 

In  1866 504,000        In  1872 ,    2,699,000 

In  1867 ,     804,000        In  1873 3,035,000 

In  1868 1,283,000        In  1874 3,371,000 

In  1869 1,787,000        In  1875 •  3,884,000 

In  1870 2,075,000 

"  Thus  the  highest  rate  of  interest  upon  a  completed  road  will  be  less  than  four 
millions  of  dollars,  and  our  yearly  expenses  are  over  six  millions  of  dollars  for  mails 
and  transportation.  True  economy  calls  for  this  expenditure,  as  well  as  considerations 
of  convenience,  safety,  and  commercial  advantage.  Are  these  the  fearful  expenditures 
that  frighten  gentlemen  when  they  hear  this  subject  mentioned  ?  The  bill  further 
provides  that  these  sums  shall  be  repaid  the  government  in  transportation  of 
mails,  military  stores,  troops,  etc.,  and  that  government  may,  in  case  of  war, 
take  possession  of  and  use  the  road  for  its  purposes.  Even  if  it  takes  ten 
years  to  build  the  road,  we  do  not  wait  so  long  for  its  benefits.  Every  mile 
that  is  constructed  bridges  the  gap  between  the  two  oceans,  and  adds  new  secu- 
rity to  our  Pacific  possessions,  by  increasing  the  facilities  and  diminishing  the 
cost  of  defending  and  supplying  them. 

"  It  is  believed  that  the  government  business,  at  the  expiration  of  ten  years, 
between  the  Atlantic  States  and  Nebraska,  Colorado,  Utah,  Nevada,  Wash- 
ington, Oregon,  and  California,  in  addition  to  the  mails,  will  have  increased 
sufficiently  to  compensate  for  this  annual  interest ;  while  the  legitimate  busi- 
ness of  the  road  ought  to  be  sufficient  in  magnitude  to  afford  a  sinking  fund 
for  the  repayment  of  the  principal.  Under  such  an  arrangement,  how  can  the 
United  States  become  losers  ?  Or  how  can  this  grant  operate  as  a  burden  on 
the  treasury  ? 

"  We  have  just  escaped  the  brink  of  a  precipice — the  horrors  of  a  war  with 
the  most  powerful  nation  on  the  earth ;  a  war  which,  while  it  would  affect  the 
Atlantic  States  disastrously,  would  have  brought  total  ruin  and  desolation  to 
the  inhabitants  of  the  Pacific  coast,  unless  they  threw  themselves  without  re- 
sistance into  the  arms  of  the  foreign  foe.  It  is  the  right  of  those  people  to  ash,  it 
is  the  duty  of  Congress  to  provide,  means  of  protection  ;  and  we  believe  that  protection 
is  best  afforded,  can,  in  fact,  be  only  afforded  by  the  immediate  construction  of  a  rail- 
road connecting  the  Atlantic  States  with  those  of  the  Pacific.  If,  we  are  expected 
to  repel  invasion,  we  must  be  provided  with  the  necessary  means.  We  must 
either  have  vast  store-houses  in  which  to  gather  grain,  food,  and  clothing  suf- 
ficient for  many  years  ;.  we  must  have  an  accumulation  of  ordnance,  ammunition, 
and  material  of  war  sufficient  to  maintain  a  five  years'  war  if  necessary  ;  or  we  must 
have  a  railroad  over  which  to  transport  these  supplies.  I  believe  it  is  conceded  that 
any  attempt  to  undertake  the  transportation  of  these  supplies  and  stores  by 
wagons  across  the  territories  is  idle. 

"  If  the  opinion  I  have  assumed  be  correct,  to  wit,  that  this  work  is  a  mili- 
tary necessity,  it  is  as  properly  the  subject  of  immediate  legislation  as  are  our  own 
forts  and  seaboard  defenses.     It  can  not  be  commenced  too  soon  ;  and  the  length  of 
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lime  required  to  construct  it  should  be  the  strongest  argument  in  favor  of  immediate 
action.  You  may  on  this  side  be  able  to  wait  ten  years  without  feeling  its 
necessity.  But,  sir,  we  upon  the  other  side  will  wait  in  silent  suspense,  in 
fear  and  trembling.  Why  should  you  hesitate  longer  to  perform  this  great 
act  of  justice  to  your  brethren  of  the  Pacific  ?  Can  we  afford  to  lose  California 
and  our  Pacific  possessions  ?  Are  they  not  worth  the  cost  of  a  railroad  ?  How 
will  your  money  market  endure  the  deprivation  of  our  gold  ?  How  your 
manufactories  sustain  the  loss  of  our  trade,  as  they  would  with  a  change  of 
tariff  to  suit  foreign  producers  ?  Would  not  your  debt  be  lightened  by  developing 
your  intermediate  territories  ?  If  a  war  should  come,  the  cost  of  keeping  your 
Pacific  States,  even  if  you  succeeded  in  the  effort,  which  would  be  impossible, 
woidd  amount  to  treble  the  cost  of  this  road.  Is  the  empire  we  have  founded  on 
the  Pacific  not  worth  protection  ?    If  not,  why  was  it  established  ?" 

In  another  speech,  (see  Congressional  Globe,  page  1594, 
Part  II.,  2d  Session  of  Thirty-seventh  Congress,)  he  said, 

"  When  the  road  is  fully  completed,  and  we  are  experiencing  all  the  secu- 
rity and  commercial  advantages  which  it  will  afford,  the  annual  interest  will 
be  less  than  $4,000,000 ;  and  that  sum  will  be  but  gradually  reached  year  after 
year.  The  War  Department  has  paid  out,  on  an  average,  $5,000,000  per  year,  for 
the  past  five  years,  for  transportation  to  the  Pacific  coast,  and  the  mails  cost  $1,000,- 
000  at  their  present  reduced  rates.  TJie  saving  of  the  government  would  be  two  mil- 
lions per  year  on  these  items  alone.  As  this  road  progresses  west  from  the  Mississippi, 
and  east  from  California,  it  will  be  available  to  the  government  for  transportation  ; 
and  1  have  no  doubt  that  the  services  it  will  render  will  very  soon  absorb  the  interest 
money  to  be  paid  under  this  bill. 

"  The  interests  of  government  are  carefully  protected  by  this  bill.  The  issue 
and  delivery  of  the  bonds  to  the  company  ipso  facto  creates  a  just  lien  or  mort- 
gage in  favor  of  the  United  States ;  and  in  case  of  refusal  on  the  part  of  the  com- 
pany to  pay  the  bonds  when  due,  according  to  the  pjrovisiovs  of  the  bill,  the  Secretary  of 
the  Treasury  has  a  right  to  take  possession  of  the  road  and  franchises  for  the  use 
of  the  government." 

Mr.  Sargent's  speech  may  be  taken  as  an  epitome  of  the 
whole  debate,  which  occupied  hundreds  of  pages  of  the  Con- 
gressional Globe,  both  for  the  Thirty-seventh  and  Thirty-eighth 
Congresses. 

"  We-  must  have"  said  he,  "  an  accumulation  of  ordnance, 
ammunition,  and  material  of  war  sufficient  to  maintain  a  five 
years'1  war  if  necessary  ;  or  we  must  have  a  railroad  over  xohich 
to  transport  these  supplies.  It  is  the  duty  of  Congress  to  provide 
means  of  protection ;  and  we  believe  protection  is  best  afforded — 
can,  in  fact,  be  afforded  only  by  the  immediate  construction 
of  a  railroad  connecting  the  Atlantic  States  with  those  of  the 
Pacific.     This  work  is  a  military  necessity,  and  is  as  properly 
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the  subject  of  immediate  legislation  as  are  our  own  forts  and  sea 
defenses." 

The  financial  argument  was  equally  clear  :  "  The  "War  De- 
partment has  paid  out,  on  an  average,  $5,000,000  per  year  for 
the  past  five  years,  for  transportation  to  the  Pacific  coast. 
The  mails  cost  $1,000,000  more  at  the  present  reduced  rate. 
The  saving  of  the  government  would  be  two  millions  a  year  in 
these  items  alone.  As  this  road  progresses  west  from  the 
Mississippi,  and  east  from  California,  it  will  be  available  for 
government  transportation."  "  The  only  burden  upon  the 
government,  till  the  end  of  thirty  years,  would  be  the  interest 
accruing  on  its  bonds,  and,'1  said  he,  u  I  have  no  doubt  that 
the  services  it  will  render  will  very  soon  absorb  the  interest 
money  to  be  paid  under  this  bill." 

Mr.  Sargent  was  followed  by  Hon.  James  II.  Campbell,  o. 
Pennsylvania,  Chairman  of  the  House  Committee  on  the 
"Pacific  Railroad.'*  He  accompanied  his  report  of  the  bill 
by  a  speech  from  which  the  following  extracts  are  taken.  (See 
Congressional  Globe,  p.  1578,  Part  II.,  Session  2d,  Thirty-se- 
venth Congress.) 

"  If  we  would  protect/'  said  Mr.  Campbell,  "  our  vast  possessions  and  secure 
our  proportion  of  the  trade  of  the  world,  we  must  he  enterprising,  hold, 
vigorous,  as  well  as  sagacious.  Steam  applied  to  transportation  by  land  and 
water  has  become  almost  universal  among  civilized  nations.  The  only  tcay 
to  secure  economy,  celerity  of  movement,  and  certainty,  is  to  employ  steam.  This 
new  element  of  power  has  been  brought  into  requisition  in  all  the  depart- 
ments of  life.  During  the  existing  rebellion,  we  have  been  enabled,  by 
means  of  steamboats  and  railroads,  to  concentrate  more  decisive  action  on 
any  given  point  in  three  months,  than  otherwise  could  have  been  done 
within  one  year ;  and  this,  too,  at  one  fourth  the  cost. 

"  On  the  ground  of  economy,  which  all  admit  to  be  of  the  first  moment  in  the 
present  position  of  public  affairs,  the  construction  of  a  Pacific  railroad  will  save 
the  government  annually  a  large  sum,  which  truth  I  now  propose  to  demonstrate. 

"General  Samuel  R.  Curtis,  in  1860,  then  the  very  able  Chairman  of  the 
House  Committee  on  the  Pacific  Railroad,  estimated  the  annual  service 
required  by  government,  and  which  could  be  better  performed  by  a  railway 
to  the  Pacific,  at  $5,000,000  for  army  and  navy  transportation,  and  $1,500,000 
for  postal  service,  amounting  together  to  $6,500,000.  But  as  this  estimate 
was  made  from  approximation,  and  not  from  actual  expenditures,  as  per 
returns  from  the  various  departments,  the  real  figures  show,  so  far  as  we 
have  been  able  to  procure  them,  that  it  was  under  the  actual  outlay.  The 
following  table  will  show  the  cost  to  the  United  States  for  the  transportation 
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of  troops  and  supplies  between  the  Mississippi  River  and  the  Pacific  coast,  per 
annum,  for  the  past  five  years,  beginning  and  ending  with  the  fiscal  year.  It 
will  be  observed  that  it  is  in  reply  to  a  resolution  of  inquiry  addressed  to  the 
Secretary  of  War  by  the  House.     (See  House  Executive  Document,  No.  80.) 

"  Wak  Department, 
"  Washington  City,  D.  C,  March  18, 1862. 
"  Sm  ;  In  compliance  with  the  resolution  of  the  House  of  Representatives 
of  the  19th  instant,  I  have  the  honor  to  transmit  herewith  a  communication 
of  the  Quartermaster-General,  covering  a  report  '  showing  the  cost  to  the 
government  for  the  transportation,  per  annum,  for  the  last  five  years,  by 
steam  or  otherwise,  for  troops  and  supplies,  between  the  Mississippi  River  and 
the  Pacific  coast,  as  well  as  intermediate  points.' 

"  Very  respectfully,  your  obedient  servant,        Edwin  M.  Stanton, 

,  Secretary  of   W<.r. 

"Hon.  Galusha  A.  Grow, 

Speake?-  of  the  House  of  Representatives." 

FISCAL  YEAR  1857  :  COMMENCING  JULY  1,  1856,  AND  ENDING  JUNE  80,  1857. 

Clothing $47,069  33 

Subsistence 483,977  24 

Ordnance 46,810148 

Troops  and  other  supplies 1,523,510  26 

$2,101,367  31 

FISCAL  YEAR  1858  :   COMMENCING  JULY  1,  1857,  AND  ENDING  JUNE  30,  1858. 

Clothing $49,051  41 

Subsistence 728,234  14 

Ordnance 33,456  47 

Troops  and  other  supplies 3,151,106  38 

3,961,848  40 

FISCAL  YEAR  1859  :  COMMENCING  JULY  1,  1858,  AND  ENDING  JUNE  30,  1859 

Clothing $125,106  59 

Subsistence 1,682,719  49 

Ordnance 47,851  44 

Troops  and  other  supplies 2,463,873  43 

4,319,550  95 

FISCAL  YEAR  1860  :    FROM  JULY  1,  1859,  TO  JUNE  30,  1860. 

Clothing $94,397  09 

Subsistence 556,954  77 

Ordnance 29,651  47 

Troops  and  other  supplies 1,479,584  94 

2,160,588  27 

FISCAL  YEAR  1861  :    FROM  JULY  1,  1860,  TO  JUNE  30,  1861. 

Clothing $27,695  32 

Subsistence 423,603  36 
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Ordnance $16,624  78 

Troops  and  other  supplies 1,035,875  63 

$1,503,799  09 


$14,047,154  02 


"  Showing  an  aggregate  of  $14,047,154.02  for  five  years,  or  $2,809,430.80 
per  annum.  By  reference  to  the  note  appended  to  the  return,  it  will  be  found 
that  the  Secretary  of  War  adds : 

"  '  Large  expenditures  appertaining  to  this  statement  have  been  made  at 
New-York  for  California,  at  New-Orleans  for  Texas,  and  other  points  in  the 
East  for  Utah  and  New-Mexico,  the  exact  amount  of  which  can  not  be  ascer- 
tained except  by  reference  to  the  vouchers  in  the  office  of  the  third  auditor 
of  the  treasury,  and  which  can  not  be  done  without  causing  great  delay.' 

"  The  '  large  expenditures '  referred  to  in  this  note,  and  which  are  not  in- 
cluded in  the  return,  may  be  explained  by  the  fact  that  the  freight  contracted 
to  be  delivered  by  Russell,  Majors  &  Co.,  to  certain  posts  in  Utah,  Nebraska, 
Kansas,  and  New-Mexico,  is  not  included  in  quartermaster's  supplies,  and  the 
amount,  as  the  honorable  secretary  informs  us,  could  not  be  obtained  '  with- 
out causing  great  delay.'  But  by  referring  to  the  parties  themselves,  or 
those  best  acquainted  with  the  figures,  we  have,  in  round  numbers,  the  fol- 
lowing results : 

"  Gross  amount  paid  contractors  for  freight  from  the  Missouri  River  to  the 
forts  on  the  plains,  and  in  Utah  and  New-Mexico,  as  obtained  from  a  member 
of  the  firm  of  Russell,  Majors  &  Waddell,  who  were  the  contractors  for  1858, 
1859,  and  1860  :  1858,  $4,000,000  ;  1859,  $3,000,000 ;  1860,  $1,500,000  ;  1861, 
not  ascertained ;  1862,  estimate  at  least  six  millions. 

"  The  amount  for  1858  was  larger  than  in^.1859  and  1860,  because  of  the 
Utah  war,  some  five  thousand  men  being  then  in  the  field.  The  estimate  for 
1862  is  large  because  of  the  troops  now  employed  in  New-Mexico,  being  dou- 
ble the  number  of  those  in  Utah  in  1858. 

"  The  foregoing  estimates  do  not  include  the  cost  of  conveying  troops,  tents, 
quartermaster's  supplies,  etc.  These  are  transported  by  government  through 
its  quartermasters,  and  not  by  contractors,  but  at  an  expense  nearly,  if  not 
quite,  equal  the  sum  paid  contractors.  Government  pays  at  the  rate  of  $1.30 
per  one  hundred  pounds  for  one  hundred  miles,  or  say,  twenty-six  cents  per 
ton  per  mile,  from  the  Missouri  River  to  the  points  indicated,  two  thirds  of 
which  could  be  carried  on  a  Pacific  Railroad,  on  the  route  contemplated,  at  one 
tenth  the  present  cost. 

"  It  may  safely  be  concluded  from  this  exhibit  that  the  expenditures  not 
embraced  in  the  secretary's  statement  are  quite  equal  to,  if  they  do  not  very 
much  exceed,  those  contained  within  it,  or  $3,000,000  per  annum,  making 
army  transportation  to  the  Pacific  and  intermediate  points  cost  per  annum 
$5,S09,430.80.  So  much  for  army  transportation.  The  postal  service  may  be 
placed  at  General  Curtis's  estimate  of  $1,500,000  per  annum. 

"  The  following  table  will  show  the  average  cost  of  transportation  for  naval 
supplies  from  the  Eastern  and  Gulf  ports  of  the  United  States  to  the  Pacific 
coast : 
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"  Navy  Department,  March  7  1862. 
"  Sir  :  In  compliance  -with  the  resolution  of  the  House  of  Eepresentatives 
of  the  19th  ultimo,  I  have  the  honor  to  furnish  herewith  a  '  statement  showing 
the  average  cost  of  transportation  for  naval  supplies,  munitions  of  war,  etc., 
for  the  last  five  years  from  the  Eastern  and  Gulf  ports  of  the  United  States  to 
the  Pacific  coast.' 
"  I  am,  very  respectfully,  your  ohedient  servant,  Gideon  Welles." 

"  Hon.  G.  A.  Grow,  Speaker  of  the  House  of  Representatives." 


RECAPITULATION. 

"  Navy  Department,  March  7, 1862. 

Bureau  of  Yards  and  Docks $2,063  87 

Bureau  of  Construction,  etc 198,927  52 

Bureau  of  Ordnance,  etc. . , 7,283  70 

Bureau  of  Provisions  and  Clothing 33,221  15 

Bureau  of  Medicine  and  Surgery 259  20 

Total  for  last  five  years $241,755  44 

Average  per  year 48,351  08 

"  From  this  statement  it  would  appear  that  such  cost  amounts  per  annum 
to  $48,351.08  ;  thus  making,  in  a  time  of  peace  and  under  ordinary  circum. 
stances,  an  annual  expenditure  for  Pacific  supplies  and  postal  service  of 
$7,357,781. 

"  The  bill  before  us  appropriates  in  bonds,  without  the  Oregon  Branch, 
$60,880,000  ;  with  the  Oregon  Branch,  $84,880,000.  The  following  schedule 
of  appropriations  will  show  the  contemplated  expenditure  in  detail  • 

MILES.     PEK  MILE.  AMOUNT. 

From  Sacramento  to  western  base  of  Sierra  Ne- 
vada      25  $16,000  $400,000 

From  western  base  of  Sierra  Nevada 150  48,000  7,200,000 

Next  890  miles,  through  Great  Basin 890  32,000  28,480,000 

Next  150  miles,  through  Eocky  Mountains 150  48,000  7,200,000 

Next  200  miles  to  Kansas  line 200  16,000  3,200,000 

Next  450  miles,  to  Missouri  line 450  16,000  7,200,000 

Or  a  total  of 1865  $53,680,000 

"  If  to  this  is  added  the  amount  appropriated  for  eastern  branches,  this 
will  be  increased  as  follows  : 

MILES.     PEK  MILE.  AMOUNT. 

Leavenworth  branch 100     $16,000        $1,600,000 

St.  Joseph  branch 100        16,000  1,600,000 

IowaBranch.. 250        16,000  4,000,000 

$7,200,000 

Or  a  total  of . $60,880,000 

"  If  to  this  is  added  a  branch  to  Oregon,  or  say  six  hundred  miles,  at : 
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—$4,800,000 — the  entire  "amount  of  bonds  appropriated  by  this  bill  will  be 
$64,880,000.     Total  number  of  miles,  2915. 
"  The  amount  to  several  companies  on  main  line  will  be  as  follows  : 

To  the  Kansas  Company,  with  connections $7,200,000 

To  the  Central  Company 31,200,000 

To  the  Nevada  Company 9,360,000 

To  the  California  Company , 5,920,000 

:  $53,680,000 

"  The  bonds  are  to  be  issued  "at  thirty  years,  and  to  bear  interest  at  the 
rate  of  six  per  cent  per  annum.  When  all  the  bonds  shall  have  been  issued, 
(which  will  necessarily  be  at  the  completion  of  the  road,)  the  aggregate  an- 
nual interest  will  amount  to  $3,892,080.  I  have  shown  that  the  army  and 
navy  transportation,  and  postal  service  to  the  Pacific  cost  the  government  an- 
nually $7,357,781.  Take,  then,  the  annual  interest  from  the  annual  expen- 
diture, and  we  have  left  a  sinking  fund  of  $3,465,701 ;  a  sum  more  than  suffi- 
cient to  extinguish  the  bonds  before  they  become  due,  or,  what  is  the  same  thing 
in  effect,  saved  to  the  government  by  cheapening  expenditure  in  that  direction." 

In  another  place  in  the  same  debate,  (see  page  1712,)  Mr. 
Campbell  said, 

"  The  road  is  a  necessity  to  the  government.  It  is  the  govern- 
ment   THAT    IS  ASKING    INDIVIDUAL    CAPITALISTS    TO    BUILD    THE    ROAD. 

Gentlemen  are  under  the  impression  that  it  is  a  very  great  ben- 
efit TO  THESE  STOCKHOLDERS  TO  AID  THEM  TO  AN  EXTENT  OF  ABOUT 
HALF  THE  CAPITAL  REQUIRED.  I  BEG  LEAVE  TO  CALL  THE  ATTENTION 
OF  GENTLEMEN  TO  THE  FACT  THAT  IT  IS  THE  GOVERNMENT  WHICH  IS 
UNDER  THE  NECESSITY  TO  CONSTRUCT  THE  ROAD.  IF  THE  CAPITALISTS 
OF  THE  COUNTRY  ARE  WILLING  TO  COME  FORWARD  AND  ADVANCE  HALF 
THE  AMOUNT  NECESSARY  FOR  THIS  GREAT  ENTERPRISE,  THE  GOVERNMENT 
IS  DOING  BUT  LITTLE  IN  AIDING  THE  COMPANY  TO  THE  EXTENT  OF  THE 
OTHER  HALF  BY  WAY  OF  A  LOAN." 

Mr.  Campbell,  Chairman  of  the  Select  Committee  which 
reported  the  bill,  and  who,  from  his  position,  was  the  leader 
of  the  measure  in  the  House,  must  be  presumed  to  have 
been  as  well  informed  as  to  its  objects  and  provisions  as  the 
Attorney-General.  He  stated  the  whole  question  in  the  ex- 
tract from  his  speech  last  quoted.  "  The  road  was  a  neces- 
sity. It  was  the  government  that  wa3  under  the  necessity, 
not  capitalists ;" — not  a  railroad  company.  ISTo  such  company 
then  existed.  The  government  were  the  moving  party.  "  If 
capitalists  could  be  induced  to  come  forward  to  the  extent  of 
one  half  the  cost,  certainly  government  was  doing  little  in 
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aiding  to  the  extent  of  the  other  half."  The  government,  il 
was  demonstrated,  could  lose  noihirjg.  It  could  not  fail  to 
receive  a  very  large  interest  on  its  investment.  The  road  was 
to  perform  a  service,  costing  it  $7,000,000,  annually;  and  to 
be  maintained,  at  all  times,  for  its  use.  How  was  private  capital 
to  receive  interest  on  its  contributions?  'No  one  claimed  that 
the  road  would  yjay.  All  its  opponents  and  many  of  its  friends 
in  Congress,  proclaimed,  on  all  occasions,  that  every  dollar  put 
into  it  would  be  lost,  (excepting  the  service  to  be  performed 
for  the  government.)  Some  even  argued  that  the  road  could  not 
be  run,  if  built.  From  such  arguments  and  admissions,  on  all 
side,  we  should  like  to  see  how  the  Attorney-General  deduces 
the  relationship  of  the  government  as  donor  to  the  company ! 

It  is  remarkable  that  the  real  saving  which  the  road  was 
to  effect  for  the  government  should  have  been  so  entirely 
overlooked  in  the  debates  which  accompanied  the  passage  of 
the  bill.  It  was  supposed  that  the  armaments  then  maintained 
would  have  to  be  kept  up.  It  is  now  found  that,  with  the 
road,  a  company  suffices  where  a  regiment  was  previously 
required.  Should  the  emergency  arise  which  requires  a 
regiment,  it  can  in  a  very  few  days  be  sent  forward  to  any 
menaced  point.  The  cry  is  now,  that  the  road  is  doing  nothing 
for  government.  It  is  doing  every  thing  for  government — far 
more  than  was  anticipated,  in  saving  all  necessity  for  excessive 
armaments  in  the  interior,  or  on  the  Pacific  coast.  If  the 
government  had  been  compelled  to  maintain  a  large  force  on 
the  Pacific,  or  in  the  interior,  at  a  cost  of  $20,000,000  annually, 
we  should  never  have  heard  a  word  of  complaint^  the  value  of 
the  railroad  would  then  have  been  in  every  body's  mouth.  It 
has,  in  fact,  disbanded  the  army,  and  reduced  the  navy  to  a 
minimum,  and  is  now  to  be  slaughtered  for  it.  This  is  the  logic 
of  every  one  who  now  attacks  this  great  enterprise. 

.  Mr.  Campbell  was  followed  by  Hon.  T.  G.  Phelps,  member 
of  Congress  from  California.  In  the  course  of  his  remarks  (see 
Congressional  Globe,  Part  II.,  Session  2d,  37th  Congress, 
page  1590)  he  said  : 
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"  If,  then,  we  would  avoid  tlie  hazard  of  losing  our  Pacific  possessions  in  case 
of  war,  we  raust  provide  the  means  of  defending  them.  This  can  only  be 
done  in  one  of  two  ways.  We  must  either  have  a  railroad  across  the  continent  by 
which  troops  and  munitions  of  war  can  be  rapidly  transported  to  that  coast,  or  ice 
'must  maintain  a  sufficient  force  there  in  time  of  peace  to  meet  the  exigencies  of  war; 
for  it  would  be  wholly  impracticable  to  send  a  force  to  that  coast  across  the  continent 
by  the  means  which  we  now  have  after  hostilities  are  declared  against  us  by  a  foreign 
power,  and  equally  impossible  to  send  such  a  force  by  sea.  To  keep  such  a  standing 
army  as  would  be  necessary  for  its  protection,  on  that  coast,  for  a  few  years  only, 
would  equal  the  entire  cost  of  a  first-class  railroad  from  the  Mississippi  to  San 
Francisco  ;  and  the  policy  of  keeping  such  a  force  in  time  of  peace  is  more 
objectionable  to  our  people,  and  more  obnoxious  to  the  theory  and  practice  of 
the  government,  than  to  lend  its  aid  in  constructing  a  work  of  such  national 
importance,  and  one  so  clearly  demanded  in  the  absence  of  a  large  standing 
army,  as  furnishing  the  only  means  of  defending  this  important  portion  of  our 
domain.  Every  one  of  us  would  repudiate  with  infinite  scorn  the  idea  of 
relinquishing  a  single  foot  of  our  territory,  in  any  part  of  the  country,  what- 
ever may  be  the  cost  of  preserving  its  integrity.  Then  we  must  elect  between 
these  two  alternatives,  namely,  a  large  standing  army  on  the  Pacific,  or  that 
of  supplying  the  means  of  transporting  an  army  there  in  case  of  emergency. 
Can  there  be  a  doubt  as  to  the  choice  the  country  would  make  if  submitted  to 
the  people  ?  In  regard  to  the  importance  of  early  action  in  this  matter,  I  find 
in  a  most  able  letter  from  our  consul  at  Paris,  addressed  to  Mr.  Seward,  the 
following  timely  suggestions  :  I 

" '  The  union  of  the  Pacific  and  sea-board  States  by  an  iron  road  never 
appeared  so  clearly  a  national  necessity  as  it  has  since  the  recent  threatened 
rupture  with  England.  The  first  and  inevitable  result  of  a  war  with  any 
great  naval  power  would  be  the  loss  of  our  California  possessions. 

" '  Whatever  may  have  been  the  traditional  policy  of  the  government 
heretofore,  some  easy,  sure,  and  rapid  communication  between  the  Atlantic 
and  the  Pacific  is  now  a  subject  of  such  direct  national  concern  that  the 
government  must  charge  itself  with  the  execution  of  it  without  much  delay.' 

"  Never  were  words  more  true  or  more  opportunely  spoken.  No  one  who 
has  visited  our  western  coast  has  failed  to  realize  their  complete  isolation  from 
the  general  government  and  their  perilous  condition  in  case  of  foreign  war. 
But  none  whose  interests  and  homes  are  not  there  can  appreciate  the  anxiety 
of  the  citizens  of  that  coast  on  this  score.  Should  they  not  have  all  the  secu- 
rity from  foreign  invasion  which  the  general  government  can  reasonably  ex- 
tend to  them  ?  Have  we  passed  that  period  when  any  portion  of  our  people 
can  appeal  in  vain  to  the  government  for  protection  ?    I  will  not  believe  it. 

",For  what  are  governments  formed  if  not  to  protect  their  citizens  from 
foreign  invasion  and  wrong — to  secure  their  happiness  and  promote  their 
general  welfare?  And  are  they  restricted  in  the  manner  in  which  they  shall 
protect  their  citizens  or  promote  thoir  general  welfare  ?  If  we  are  satisfied 
that  the  building  of  this  road  will  render  us  as  strong  for  defensive  operations 
as  would  the  building  and  manning  of  a  hundred  lineof-battle  ships,  may  we 
not  assist  the  enterprising  subjects  of  the  government  in  building  it  by  the 
exercise  of  the  same  powers  that  we  exercise  every  time  we  make  an  appro- 
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priation  for  the  increase  of  our  navy  ?  Certainly  we  may  do  all  this ;  and  I 
feel  there  can,  at  this  day,  be  no  lingering  doubt  in  the  mind  of  any  well-in- 
formed man  as  to  the  imperative  military  necessity  of  this  road." 

If  Mr.  Phelps  was  correct  in  assuming,  with  those  who 
preceded  him,  that  "  the  cost  of  supporting  an  army  on  the 
Pacific  coast  necessary  for  its  protection  would,  in  a  very  few. 
years,  amount  to  more  than  the  entire  cost  of  the  proposed 
railroad ;  that,  if  we  are  satisfied  that  the  building  of  this  road 
will  render  us  strong  for  defensive  operations  as  would  the 
building  and  manning  of  a  hundred  line-of-battle  ships,  might 
not  the  nation  assist  citizens  of  the  government  in  building 
it,  by  the  exercise  of  the  same  powers  that  we  exer- 
cise every  time  we  make  an  appropriation  for  the  navy  ?" 
And  if  no  person  would  engage  in  the  construction  of  such 
work  without  such  aid,  what  becomes  of  the  attorney-gene- 
ral's argument  that,  in  this  matter,  "  the  government  was  the 
donor,  and  the  company  the  donee  y  and  that  it  was  incredible 
that  government  would  come  under  obligations  to  pay  so  large 
a  sum  as  the  interest  on  its  bonds  without  providing  for  its  re- 
imbursement from  the  company  when  it  fell  clue."  Is  it  not 
most  mortifying  that  any  branch  or  department  of  the  govern- 
ment should  have  so  far  forgotten,  or  be  ignorant  of  the  leading 
facts  connected  with  our  great  struggle,  as  to  turn  upon  and 
seek  to  destroy  those  who  have  accomplished  a  work  which  is 
worth,  annually,  to  the  nation  thrice  the  interest  on  its  cost ;  a 
work  which  is  essential  to  the  maintenance  of  our  territorial 
integrity,  and  which,  from  the  energy  and  skill  displayed  in 
its  construction,  as  well  as  from  its  vast  magnitude  and  value, 
is  yet  the  wonder  and  admiration  of  the  world  % 

Mr.  Phelps  was  followed  by  Hon.  William  D.  Kelley,  member 
of  Congress  from  Pennsylvania,  who  in  the  course  of  his 
remarks  (see  Congressional  Glohe,  Part  II.,  2d  Session  of  37th 
Congress,  p.  1593,)  said, 

"  ( Nobody  can  disguise  the  fact  that  California  and  Oregon  lie  at  the  mercy 
of  England,  should  we  engage  in  war  with  her.  It  is  not  for  me  to  announce 
that  we  could  not  transport  men,  arms,  and  munitions  and  stores  for  their 
defense.  The  records  of  the  country  already  proclaim  the  fact.  The  distin- 
guished gentleman  from  California  [Mr.  Sargent]  brought  to  our  attention 
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the  other  day  a  portion  of  the  able  report  of  Jefferson  Davis,  then  Secretary 
of  War,  on  that  subject,  in  which  he  asserted  that  overland  transportation  of 
such  supplies  was  an  utter  impracticability. 

"  On  this  point  I  will  invite  attention  to  a  brief  extract-  from  his  report,  as 
I  find  it  quoted  by  the  gentleman  from  California,  [Mir.  Sargent,] 

" '  This  territory  is  not  more  remote  from  the  principal  European  states 
than  from  those  parts  of  our  own  country  whence  it  would  derive  its  military 
supplies ;  and  some  of  those  States  have  colonies  and  possessions  on  the 
Pacific  which  would  greatly  facilitate  their  operations  against  it.  With  these 
advantages,  and  those  which  the  attacking  force  always  has  of  choice  of  time 
and  place,  an  enemy  possessing  a  considerable  military  marine  could,  with 
comparatively  little  cost  to  himself,  subject  us  to  enormous  expenses  in  giving 
to  our  Pacific  frontier  that  protection  which  it  is  the  duty  of  the  genera  1 
government  to  afford. 

" '  In  the  first  years  of  a  war  with  any  great  maritime  power,  the  communi- 
cation  by  sea  could  not  be  relied  upon  for  the  transportation  of  supplies  from 
the  Atlantic  to  the  Pacific  States.  Our  naval,  peace  establishment  would  not 
furnish  adequate  convoys  to  the  number  of  store-ships  which  it  would  be  ne- 
cessary to  employ ;  and  store-ships  alone,  laden  with  supplies,  could  not  un- 
dertake a  voyage  of  twenty  thousand  miles,  passing  numerous  neutral  ports, 
where  an  enemy's  armed  vessels,  even  of  the  smallest  size,  might  lie  in  wait 
to  intercept  them.' 

"  The  only  line  of  communication,  then,  would  be  overland  ;  and  by  this  it 
would  be  impracticable,  with  any  means  heretofore  used,  to  furnish  the 
amount  of  supplies  required  for  the  defense  of  the  Pacific  frontier.  At  the 
present  prices  over  the  best  part  of  this  route,  the  expense  of  land  transporta- 
tion alone,  for  the  annual  supplies  of  provisions,  clothing,  camp  equipage,  and 
ammunition  for  such  an  army  as  it  would  be  necessary  to  maintain  there, 
would  exceed  $30,000,000  ;  and  to  maintain  troops  and  carry  on  defensive 
operations  under  those  circumstances,  the  expense  per  man  would  be  six 
times  greater  than  it  is  now ;  the  land  transportation  of  each  field  twelve- 
pounder,  with  a  due  supply  of  ammunition  for  one  year,  would  cost  $2500  ; 
of  each  twenty-four  pounder  and  ammunition,  $9000  ;  and  of  a  sea-coast  gun 
and  ammunition,  $12,000.  The  transportation  of  ammunition  for  a  year  for  a 
thousand  sea-coast  guns  would  cost  $10,000,000.  But  the  cost  of  transporta- 
tion would  be  vastly  increased  by  a  war  ;  and  at  the  rates  that  were  paid  on 
the  northern  frontier  during  the  last  war  with  Great  Britain,  the  above  esti- 
mates would  be  trebled.  The  time  required  for  the  overland  j  ourney  would 
be  from  four  to  six  months.  In  point  of  fact,  however,  supplies  for  such  an 
army  could  not  be  transported  across  the  continent.  On  the  arid  and  barren 
belts  to  be  crossed,  the  limited  quantities  of  water  and  grass  would  soon  be 
exhausted  by  the  numerous  draught  animals  required  for  heavy  trains,  and 
over  such  distances  forage  could  not  be  carried  for  their  subsistence. 

"  On  the  other  hand,  the  enemy  would  send  out  his  supplies  at  from  one 
seventh  to  one  twentieth  the  above  rates,  and  in  less  time  —  perhaps  in  one 
fourth  the  time — if  he  could  obtain  command  of  the  Isthmus  route.  Any  re- 
liance, therefore,  upon  furnishing  that  part  of  our  frontier  with  means  of  de- 
fense from  the  Atlantic  and  interior  States,  after  the  commencement  of  hostili- 
ties, would  be  vain. 
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"  Are  the  Pacific  States  and  territories  of  value  to  us  ?  Is  it  necessary  that 
we  should  maintain  the  integrity  of  the  country,  that  our  shores  should  con- 
tinue to  be  laved  by  two  oceans,  and  that  we  should  remain  one  people?  If 
it  is,  then  must  we — and  the  sooner  it  is  done  the  better — provide  means  by 
which  the  one  shore  shall  be  knitted  to  the  other,  and  by  which  the  inter- 
vening spaces  shall  be  populated.  It  is  not  the  time,  say  some,  to  begin  this 
work.  When  will  it  be  the  time  ?  It  was  not  the  time  in  1850.  Then  attention 
could  hardly  be  concentrated  on  it.  Yet,  had  the  work  been  begun  in  that 
year,  the  road  would  have  been  completed  ere  this,  and  the  city  of  San  Fran- 
cisso  would  have  been  as  safe  as  New- York  or  Boston." 

Such  were  the  grounds  upon  which  the  bill  was  supported 
in  the  House.  "  It  was  a  military  necessity ;"  and,  as  a  mili- 
tary work,  it  would  save  annually,  in  the  matter  of  transpor- 
tation, twice  the  interest  on  the  bonds  to  be  issued  for  it. 
That  the  interest  on  these  bonds  could,  for  the  present,  be 
earned  in  any  other  manner,  was  not  claimed  or  suggested  by 
any  one.  It  wa3  hoped  that,  in  time,  the  road  would  be 
a  success  as  a  commercial  enterprise.  But  no  great  promi- 
nence was  given  to  this  portion  of  the  argument ;  for  the  rea- 
son that  the  conviction  was  almost  universal  in  both  Houses 
of  Congress  that,  commercially,  the  road  would  prove  a  fail- 
ure, and  for  the  additional  reason  that  the  military  necessity 
was  enough  to  justify  its  immediate  construction. 

The  bill  was  opposed,  and  earnestly,  on  the  ground  that 
every  dollar  expended  on  its  construction  would  be  lost,  that 
in  the  distracted  and  impoverished  state  of  the  country,  the 
loss  of  so  large  a  sum  could  not  and  should  not  be  risked. 
Mr.  J  S.  Morrill,  of  Vermont,  took  this  view  of  the  measure 
in  a  speech  delivered  by  him.  (See  Congressional  Globe, 
p.  1708,  Part  II.,  2d  Session,  37th  Congress.) 

"  i  am  not  to  be  deceived,"  said  he,  "  by  any  promises  that  this 
road  is  to  be  built  and  run  by  any  other  parties  than  the  united 
States.  Every  dollar  that  it  takes  to  construct  the  road  is  to  be 
contributed  by  the  united  states.  there  is  not  a  capitalist  that 
will  invest  a  dollar  in  it,  ip  he  is  responsible  for  its  construction. 
FOR  any  considerable  distance.  All  that  you  will  gain  by  the  passage 
of  this  bill  will  be  the  building  of  two  or  three  strips  of  road  at  each  end. 
The  capitalists  who  will  avail  themselves  of  the  privileges  granted  by  this 
bill,  will  do  it  for  the  purpose  of  seizing  the  lands  at  each  end.  But  the  gap 
that  will  remain  before  any  through  connection  can  be  made,  will  remain 
unfilled  as  far  as  they  are  concerned.    It  will  not  be  constructed  in  that  way  ; 
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and  if  it  could  be  constructed  in  that  way,  it  could  not  he  kept  in  OPERA- 
tion except  at  the  expense  op  government.  ip  this  road  were  built 
to-day,  therefore,  and  given  to  the  united  states,  the  united 
States  are  not  in  a  condition  to  accept  it  even  as  a  gift,  if  com- 
pelled TO  HUN  IT  ;  NOR  WILL  THEY  BE  TILL  THE  POPULATION  HAS  SO  FAR 
INCREASED  AS  TO  GIVE  THE  ROAD  SOME  FREIGHT  AND  SOME  LOCAL  BUSINESS. 
AS  A  COMMERCIAL  OR  ECONOMICAL  QUESTION,  SUCH  A  ROAD  IS  UTTERLY  DE- 
FENSELESS." 

Mr.  F.  A.  Pike,  of  Maine,  spoke  in  the  same  strain.  (See 
Congressional  Globe,  Part  IL,  2d  Session,  of  37th  Congress, 
p.  1707.) 

"  I  ask  where  is  the  great  interest  in  this  country  or  comhination  of  in- 
terests that  is  to  furnish  $75,000,000  ?  Can  any  gentleman  tell  me  ?  There 
is  no  travel  from  the  Pacific  coast  to  justify  it.  Here  are  1800  miles  of  rail- 
road through  an  uninhabited  country.  One  hundred  passengers  to  the  mile, 
per  annum,  gives  180,000  passengers — a  very  large  estimate  of  the  carriage 
of  passengers  from  one  end  of  the  road  to  the  other.  But  what  are  180,000 
passengers  annually  upon  a  road  costing  $50,000  per  mile  ?  Railroad  men 
understand  very  well  that  the  road  where  you  can  not  have  2000  passengers 
to  the  mile,  is  not  worth  considering  us  a  mercantile  enterprise." 

Mr.  White,  of  Indiana,  offering  an  amendment  to  the  sec- 
tion under  discussion,  said,  (See  Congressional  Globe,  2d  Ses- 
sion, 37th  Congress,  p.  1711,) 

"  It  will  be  observed  by  reference  to  the  section,  that  there  is  no  provision 
in  reference  to  the  payment  of  the  current  interest.  I  therefore  move  to 
amend  by  adding  to  the  section  the  following 

"  It  is  declared  to  be  the  true  intent  and  meaning  of  this  section,  that  the 
current  interest  on  said  bonds  shall  be  chargeable  to  said  company,  to  be  by 
them  reimbursed  to  the  United  States  within  one  month  after  each  semi- 
annual payment  thereof  by  the  United  States ;  and  a  default  therein'  shall 
subject  the  said  company  to  the  same  liability  and  forfeiture  above  provided 
-for  in  case  of  the  non-redemption  of  the  bonds  at  their  maturity." 

"  The  section,v  said  he,  '•  as  it  now  stands,  makes  no  provision  for  the  pay- 
ment of  the  current  interest  as  it  accrues  semi-annually.  It  may,  or  may  not, 
have  been  the  intention  of  the  committee  that  the  interest  should  be  paid  by 
the  company.  Probably  it  was ;  but  if  not,  then  this  amendment,  of  course, 
will  involve  a  principle  which  the  committee  have  not  sanctioned.  If  it  was 
the  intention  of  the  committee,  and  it  is  the  intention  of  the  Committee  of  the 
Whole,  that  the  railroad  company  shall  pay  the  current  interest,  then,  to  avoid 
the  difficulty  and  uncertainty  which  creditors  will  have,  and  to  insure  its 
prompt  payment  by  the  United  States,  this  amendment  provides  that  the 
government  shall  first  pay  it,  and  the  company  reimburse  it  to  the  United 
States  within  one  month.     Of  course  it  will  be  a  little  gain  to  the  company 


23 

to  the  extent  of  the  interest  upon  the  interest.     This  is  the  only  way  the  in- 
terest can  be  promptly  secured  to  the  creditors." 

Mr  Campbell,  Chairman  of  the  Railroad  Committee,  in 
reply  said,  (p.  1911,) 

"  It  is  not  supposed  that  in  the  first  instance  the  company  will  reimburse  the  interest 
to  the  government  ;  it  will  reimburse  it  in  transportation,  but  if  the  transportation 
docs  not  meet  the  interest,  then  the  government  is  to  have  a  mortgage  upon  the  entire 
road,  for  the  full  amount  of  both  principal  and  interest." 

(The  amendment  of  Mr.  "White  was  rejected.) 

On  another  occasion,  Mr.  "White  said,  (see  Congressional 
Globe,  36th  Congress,  p.  1891,) 

"I  will  take  this  opportunity  to  say,  that  it  is  very  true  that  this  hill  does 
provide  for  the  repayment  of  these  advances  by  the  government.  The  gentle- 
man from  California  lays  stress  on  his  objection,  especially  upon  that  fact,  and 
for  that  reason  he  objects  to  providing  for  government  directors.  Now,  sir,  I 
contend  that,  although  this  bill  provides  for  the  repayment  of  the  money  ad- 
vanced by  the  government,  it  is  not  expected  that  a  cent  of  the  money  will 
ever  be  repaid.  If  the  committee  intended  that  it  should  be  repaid,  they 
would  have  required  it  to  be  paid  out  of  the  gross  earnings  of  the  road,  as  is 
done  with  the  roads  in  Missouri,  Iowa,  and  other  States,  and  not  the  net  earn- 
ings. There  is  not,  perhaps,  one  company  in  a  hundred,  where  the  roads  are 
most  prosperous,  that  has  any  net  at  all.  I  undertake  to  sag  that  not  a  cent  of 
these  advances  will  ever  be  repaid,  nor  do  I  think  it  desirable  that  they  should  be  repaid. 
Tlus  road  is  to  be  the  highway  of  the  nation,  and  we  ought  to  take  care  that  the  rales 
provided  should  be  moderate.  I  think,  therefore,  that  this  will  turn  out  a  mere  bonus 
to  the  Pacific  Railroad,  as  it  ought  to  be. 

"  The  government,  then,  ought  to  be  considered  as  having  an  interest  in  the  road, 
and  should  have  a  voice  in  the  management  of  its  affairs." 

Mr.  W.  S.  Holman,  member  of  Congress  from  Indiana,  in 
opposing  the  bill,  offered  the  following  amendment : 

"  And  the  said  railroad  shall  forever  remain  a  public  highway  for  the  use 
of  the  government  of  the  United  States  ,  free  from  any  charge  whatever  upon 
the  transportation  of  any  property  or  troops  of  the  United  States." 

•     Mr.  Campbell,  Chairman  of  the  Select  Committee,  replied 
to  Mr.  Holman  as  follows,  (p.  1712,) 

"  This  road  never  should  be  constructed  on  terms  applicable  to 
other  roads.  every  member  of  the  house  knows  that  it  is  to  be 
constructed  through  almost  impassable  mountains,  deep  ravines, 
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canons,  gouges,  and  over  sandy  plains.  the  government  must  come 
forward  with  a  liberal  hand,  or  the  enterprise  must  be  abandon- 
ed forever.  the  necessity  is  upon  us.  the  question  is  "whether 
"we  shall  hold  our  pacific  possessions,  and  connect  the  nations  on 
the  Pacific  with  those  on  the  Atlantic  slopes,  or  whether  we 
shall  abandon  our  pacific  possessions.  gentlemen  are  not  to 
apply  ordinary  rules  governing  roads  in  the  western  states  to 
this  great  enterprise.  we  must  be  liberal  at  the  same  time  that 
we  are  just.  we  must  aid  this  pacific  railroad  to  the  extent  of 
paying  on  the  business  of  the  government  the  ordinary  rates  of 
transportation,  or  such  rates  as  will  be  paid  by  individuals." 

Mr.  Holman's  motion  was  rejected. 

In  the  House  debates,  the  commercial  or  financial  value  of 
the  road  was  not,  as  already  stated,  much  insisted  upon.  In 
reference  to  such.  Mr.  Phelps,  in  his  speech  already  quoted, 
said, 

"  There  are,  then,  two  good  reasons  why  we  should  pass  this  bill,  either 
one  of  which  is  sufficient  to  justify  its  passage,  namely,  it  is  a  military  neces- 
sity; and,  secondly,  it  is  absolutely  essential  to-  our  internal  development.  But 
there  is  another  reason,  which  would  be  sufficient  of  itself  to  induce  any 
European  government,  under  similar  circumstances,  not  only  to  give  the  aid 
proposed,  but  to  wholly  construct  the  road  in  the  speediest  possible  way  ;  and 
that  is,  sir,  the  fact  that  beyond  its  western  terminus  lie  Japan,  China,  and 
the  East-Indies,  with  their  more  than  four  hundred  millions  of  industrial  in- 
habitants, whose  commerce,  the  most  tempting  prize  ever  within  the  reach  of 
any  country,  may  be  secured  thereby.  To  secure  this  commerce  would  not 
only  add  vastly  to  our  national  wealth,  but  it  would  build  up,  through  indi- 
vidual enterprise  and  the  currents  of  trade  opened  by  it,  such  a  fleet  of  steam 
and  sail  vessels,,  and  give  us  such  a  naval  predominance  upon  the  Pacific,  as 
would  enable  us  to  defy  the  maritime  powers  of  the  world  on  that  ocean,  and 
would  render  our  Pacific  possessions  safe  within  themselves  for  all  time  to 
come.  And  not  only  would  we  derive  the  advantages  of  an  increased  trade 
and  national  security,  but  we  would  save  in  the  present  condition  of  our  com- 
merce, as  may  be  learned  from  facts  within  the  reach  of  all,  on  freight,  in- 
terest, and  insurance  on  our  precious  metals,  and  on  our  money  exchanges,  an 
amount  every  ten  years  equal  to  the  entire  cost  of  the  road.  As  this  source 
of  drainage  upon  our  national  wealth  does  not  appear  to  have  been  much 
examined  into,  I  beg  the  indulgence  of  the  House  for  a  few  moments  to  pre- 
sent some  facts  in  relation  to  it." 

Mr.  Kelley,  in  his  speech  already  referred  to,  spoke  as  follows : 

"  The  railroad  operates  as  the  river  did  in  the  olden  time.  We  know  that 
population  could  settle  only  upon  the  river-banks.    Land  so  remote  from  a 
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navigable  stream  that  it  wottld  cost  to  get  its  product  to  market  nearly  its 
market  value,  was  worth,  nothing.  It  is  no  ledger  so.  That  law  of  nature 
would  have  kept  our  coasts  apart  for  centuries.  But  the  railroad  is  the  river 
produced  by  modern  science.  We  can  carry  these  streams  over  mountains 
and  across  valleys,  and  they  will  be  followed  by  towns  and  cities  along  the 
plains.  From  this  great  stream  rivulets  will  flow,  so  that  in  Nevada,  Utah. 
Colorado,  Washington,  Oregon,  Nebraska,  and  Kansas,  American  civilization 
will  spring  up,  and  the  land  teem  with  life.  We  can  by  this  means,  and  this 
alone,  cement  the  two  coas's  of  our  country,  and  make  the  East  and  the  West 
parts  of  a  well-united  nation,  easily  governed,  easily  defended  by  its  own 
people,  and  from  any  part  of  which  to  the  other  the  government  may  at  all 
times  throw  the  requisite  force  for  defense,  or,  should  God  in  his  providence 
permit  a  recurrence  of  it,  the  suppression  of  rebellion." 

In  closing  the  debate  in  the  House,  Mr.  Stevens,  Chairman  of 
the  Committee  of  Ways  and  Means,  spoke  as  follows,  (see 
Congressional  Globe,  Part  III.,  2d  Session  of  37th  Congress, 

P.  o 

"  I  have,"  said  Mr.  Stevens,  "  found  considerable  difficulty  in  coming  to  a 
conclusion  what  course  to  pursue  as  to  this  bill.  That  difficulty  did  not  arise 
on  account  of  the  propriety  of  building  this  road.  I  believe  few  will  doubt 
its  utility  as  a  great  national  work.  We  must  either  agree  to  surrender  our 
Pacific  possessions  to  a  separate  empire  or  unite  them  to  the  Atlantic  by  a 
permanent  highway  of  this  kind.  The  Romans  consolidated  their  power  by 
building  solid  roads  from  the  capital  to  their  provinces.  Some  of  the  most 
costly  and  stupendous  works  on  record  were  these  wonderful  roads,  whose  so- 
lid remains  at  this  day  show  what  they  once  were. 

"  It  is  especially  important  that  we  should  have  such  a  road  wholly  wiihin 
our  own  territory.  In  case  of  a  war  with  a  foreign  maritime  power,  the  tran- 
sit by  the  Gulf  and  the  Isthmus  of  Panama  would  be  impracticable.  Any 
such  European  power  could  throw  troops  and  supplies  into  California  much 
quicker  than  we  could  by  the  present  overland  route.  The  enormous  cost  of 
supplying  our  army  in  Utah  may  teach  us  that  the  whole  wealth  of  the  na- 
tion would  not  enable  us  to  supply  a  large  army  on  the  Pacific  coast.  Our 
Western  States  must  fall  a  prey  to  the  enemy  without  a  speedy  way  of  trans- 
porting our  troops.  The  only  question  in  my  mind  was  whether,  in  the 
midst  of  this  rebellion,  it  was  wise  to  commence  it.  On  full  reflection,  I  have 
come  to  the  conclusion  that  this  is  as  propitious  a  time  as  we  shall  ever  find." 

The  bill  then  passed  by  a  vote  of  79  to  49. 

The  above  extracts  represent  substantially  and  fairly  the  de- 
bates that  took  place  in  the  House  in  reference  to  this  measure, 
and  the  grounds  urged  in  its  favor  and  in  opposition  to  it.  It 
was  carried  through  on  the  ground  of  an  inexorable  military 
necessity  ;  that  an  appropriation  in  its  favor  was  as  justifiable  as 
was  one  to  build  ships  or  forts,  or  to  raise,  equip,  and  pay  armies ; 
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and  that,  in  connection  with  the  military  operations  of  govern- 
ment, it  was  a  measure  of  the  highest  utility  and  economy. 
The  project  was  opposed  as  inopportune,  as  impracticable, 
and  as  involving  the  loss  of  every  dollar  expended  in  it.  That 
the  government  had  bo  other  relation  to  it  but  to  make  a  loan 
to  any  company  that  might  be  formed  for  its  construction,  and 
for  which  loan  such  company  was  to  pay  interest  semi-annually, 
was  never  so  much  as  suggested  by  friend  or  foe.  There  was 
not  a  member  of  Congress,  probably,  who  believed  that  the 
road  could  by  any  possibility  prove  a  profitable  investment  for 
capital.  The  whole  region  traversed  by  the  road,  as  built,  was 
then  a  terra  incognita.  The  route  upon  which,  in  the  outset, 
it  was  supposed  such  road  would  be  built — that  of  the  South 
Pass — was  found  to  be  utterly  impracticable.  It  was  not  then 
known  that  any  mineral  coal  existed  in  the  Rocky  Mountains. 
Without  the  abundant  supplies  of  such  coal  subsequently  ..dis- 
covered, the  construction  of  the  road  would  never  have  been 
undertaken,  at  least  by  a  private  company,  as  its  maintenance 
would  have  been  impossible  at  any  reasonable  cost.  When  char- 
tered, no  railroad  man  in  the  country  believed  in  it  as  a  com- 
mercial enterprise.  Many  were  disposed  to  aid  it  to  a  mode- 
rate extent,  as  a  measure  of  public  utility,  but  with  no  expec- 
tation of  receiving  back  a  dollar  they  might  put  into  it. 

From  the  House  the  bill  went  to  the  Senate,  where  it  was 
taken  up  for  discussion  June  12th,  1862,  the  opening  speech 
being  made  by  Hon.  M.  S.  Latham,  Senator  from  California. 
In  the  course  of  his  remarks  he  said,  (see  Congressional  Globe 
Part  III.,  2d  Session,  37th  Congress,  p.  2675,) 

"  Let  us  inquire  into  the  proposition  before  us.  The  loan  of  the  public 
credit  at  sis  per  cent  for  thirty  years  is  for  $65,000,000,  with  an  absolute  secu- 
rity by  lien — with  stipulations  by  sinking  fund  from  profits  for  liquidation 
of  the  principal.  Official  reports,  and  other  authoritative  data,  show  that  the 
average  annual  cost,  even  in  time  of  peace,  of  transportation  of  troops,  with 
munitions  of  war,  subsistence,  and  quartermaster's  supplies,  may  be  set  down 
in  round  numbers  at  $7,300,000.  The  interest  on  the  loan  of  $65,000,000  of 
bonds  will  be  annually  $3,900,000,  leaving  a  net  excess  of  $3,400,000  over  the 
present  cost,  appealing  with  great  force  to  the  economy  of  the  measure,  and 
showing,  beyond  cavil  or  controversy,  that  government  will  not  have  to  pay  a  dime 
on  account  of  its  credit,  nor  run  the  risk  of  a  dollar  by  the  act  authorizing  this 
great  work." 
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Hon.  Henry  "Wilson,  of  Massachusetts,  followed  in  support 
of  the  bill  to  the  same  effect.  In  the  course  of  his  remarks  he 
said,  (see  Congresssional  Globe,  p.  2257,  3d  Volume,  2d  Session, 
37th  Congress.) 

"  I  have  little  confidence  in  tlie  estimates  made  by  senators  or  members  of 
the  House  of  Representatives  as  to  tbe  great  profits  that  are  to  be  made,  and 
the  immense  business  that  is  to  be  done  by  the  road.  I  give  no  grudging 
vote  in  giving  away  either  money  or  land.     I  "would  sink  §100,000,000 

TO  BTJILD  THE  ROAD,  AND  DO  IT  MOST  CHEERFULLY,  AM)  THINK  I  HAD  DONE 
A  GREAT  THING  FOR  MY  COUNTRY  IF  I  COULD  BRING  IT  ABOUT.  WHAT  ARE 
SEVENTY-GIVE  OR  ONE  HUNDRED  MILLIONS  IN  OPENING  A  RAILROAD  ACROSS 
THE  CENTRAL  REGIONS  OF  THIS  CONTINENT  THAT  SHALL  CONNECT  THE 
PEOPLE  OF,  THE  PACIFIC  AND  ATLANTIC,  AND  BIND  US  TOGETHER?  NO- 
THING. As  to  the  lands,  I  do  NOT  grudge  theii.  We  have  given 
lands  to  the  States  to  build  railroads.  We  have  given  an  immense  amount 
of  land  to  the  State  of  Illinois  to  build  a  road  through  that  great  State, 
and  with  all  the  land,  the  stock  of  the  road  is  not  at  par.  We  have 
given  land  to  Iowa,  Minnesota,  Missouri,  and  other  States  to  build  roads. 
Some  of  those  States  have  not  built  their  roads ;  and  the  people  interest- 
ed in  the  line  of  the  St.  Joseph  road  came  here  this  winter  and  said  they 
had  received  very  little  from  the  sale  of  their  lands.  I  tell  you,  these  grants 
of  land  to  these  roads  are  no  such  great  things,  after  all.  I  hope  they  will 
make  money  out  of  it.  I  think,  however,  it  is  but  a  small  contribution  by 
this  government  for  the  great  object  in  view. 

"  I  am  willing  to  give  this  amount  or  double  this  amount  of  land  if  it  will 
aid  in  completing  this  road.  If  any  one  imagines  that  putting  money  into 
these  roads  is  to  bring  great  returns,  I  think  they  will  be  greatly  mistaken. 
Any  body  who  has  studied  the  railroad  interests  of  this  country,  who  has  ex- 
amined the  condition  of  the  various  railroads  of  the  country  and  knows  how 
they  are  situated,  what  their  business  of  every  kind  and  description  has  been, 
and  has  examined  the  value  of  their  stock,  knows  that  the  railroad  business 
as  a  whole  in  this  country  is  no  very  profitable  undertaking.  I  want  to  be 
as  liberal  in  money  ;  I  want  the  bill  to  be  so  framed  and  guarded  in  the  pro- 
visions for  the  money  we  shall  give ;  I  want  to  give  that  quantity  of  land, 
and  want  it  all  so  arranged  in  this  bill  that  when  we  have  passed  the  bill  we 
shall  feel  that  we  are  to  have  a  railroad.  If  by  the  liberality  of  this  govern- 
ment, either  by  money  or  land,  we  can  induce  capitalists  to  put  in  the  money 
necessary  to  complete  this  road,  we  shall  have  achieved  something  for  the 
country. 

"  The  only  apprehension  I  have  is,  whether,  in  this  bill,  or  in  any  of  the 
bills  that  have  been  before  Congress,  we  have  offered  inducements  enough, 
and  whether  we  shall  so  arrange  what  we  do  give  as  to  secure  the  completion 
of  the  road.  The  great  cost  to  the  government  is  to  be  in  the  central  regions 
of  the  continent.  I  think  it  is  an  easy  thing  to  build  the  road  east  to  the  one 
hundredth  parallel ;  it  is  no  great  thing  to  build  it  west  of  Nevada  ;  but  be- 
tween those  two  regions,  the  great  portion  of  this  expense  must  be  incurred  ; 
and  the  bill,  I  think,  very  wisely  provides  that  while  it  gives  $16,000  in 
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money  on  the  ends  of  the  line,  it  appropriates  $48,000,  I  think,  for  those  por- 
tions of  the  road  that  are  to  go  through  the  central  part  of  the  continent, 
through  the  mountains  and  valleys." 

On  a  subsequent  occasion,  when  the  following  clause,  "  the 
issue  of  said  bonds  and  delivery  to  the  company  shall  consti- 
tute a  first  mortgage  on  the  whole  line  of  railroad  and  tele- 
graph," was  under  discussion,  and  the  question  was  whether 
the  mortgage  should  cover  the  rolling  stock,  Mr.  Wilson  said, 

"  I  have  studied  the  railroad  system  of  the  country  and  its  condition,  and  I 
make  the  prediction  here,  to-day,  and  let  it  go  upon  the  record,  that  there  is 
not  the  man  in  this  country,  nor  is  there  born  the  grandfather  of  tbe  man  in 
this  country,  who  will  ever  see  this  nation  get  back  this  money.  It  is  an  im- 
possibility. The  road  will  never  be  worth  it.  I  am  for  a  railroad  ;  I  am  for 
making  this  grant ;  I  am  for  taking  some  security  on  the  bed  of  the  road. 
On  the  rolling-stock  of  the  road  I  would  not  take  any  security  ;  and  I  would 
go  further  than  that,  and  I  would  provide  in  this  bill  that  this  road  should 
never  be  mortgaged  to  any  body  but  the  government  of  the  United  States. 
I  want  the  men  who  go  into  the  enterprise  to  put  their  money  in  it.  The 
government  puts  $16,000  a  mile  in  portions  of  the  road,  and  $43,000  a  mile 
in  other  portions  of  the  road,  and  gives  so  much  land.  I  want  the  men  who 
go  into  this  enterprise  to  put  their  money  in  it,  and  not  to  borrow  money  and 
give  mortgages  on  what  the  government  of  the  United  States  does  for  them  ; 
and  wanting  them  to  put  their  money  into  it,  I  am  against  driving  a  bard 
bargain  with  them.  I  do  not  want  to  do  any  thing  in  this  bill  that  shall  pre- 
vent men  putting  their  money  into  this  road.  On  the  contrary,  I  want  to 
invite  the  capitalists  of  the  country  to  invest  their  money  in  the  road  and 
finish  it ;  and  I  do  not  want  to  bring  into  it  railroad  speculators  and  stock- 
jobbers, who  come  in  and  get  the  government  land  and  government  money, 
and  mortgage  the  road  and  sell  it  out.  I  would  put  a  provision  in  this  bill 
that  the  road  should  never  be  mortgaged  to  any  body.  I  do  not  expect 
any  of  our  monet  back.  i  believe  that  no  man  can  examine  this 
subject  and  come  to  the  conclusion  that  it  will  come  back  in  any 
other  way  than  is  provided  for  in  the  bill ;  and  that  provision  is 
for  the  carrying  of  the  mails,  and  doing  certain  other  work  for 
the  government  of  the  united  states.  in  that  way  we  are  to  get 
our  compensation,  and,  in  my  judgment,  it  will  be  ample  and  com- 
plete ;  but  the  idea  that  the  $16,000  or  the  $48,000  a  mile  we  put 
into  the  road  is  ever  to  be  received  back  into  the  treasury  of  the 
United  States,  is  as  visionary  as  any  thing  that  ever  entered 
the  brain  of  man." 

In  reference  to  this  speech  of  Mr.  Wilson,  Hon.  T.  O.  Howe, 

of  Wisconsin,  said,  (see  Congressional  Globe,  Yol.  HI.,  2d  Ses- 
sion, Thirty-seventh  Congress,  page  2758,) 

"  The  senator  from  Massachusetts  says  that  he  believes  the  company,  by 
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the  facilities  furnished  by  the  road,  -will  be  able  to  render  services  to  the  gov- 
ernment adequate  to  the  payment  of  the  money  advanced.  If  that  be  so,  it 
will  be  because  the  company  -will  be  able  to  earn  that  amount  of  money ;  it 
•will  be  able  to  do  -work  for  the  government  equal  to  the  payment  of  the  gov- 
ernment loan.  Then  the  government  will  get  back  its  money ;  but  if  it  should 
turn  out  that  the  company  is  not  able  or  is  not  willing  to  render  that  amount  of 
service,  then  it  seems  to  me  the  government  should  have  security  on  the  property 
which  is  produced  by  its  money  loaned  to  the  company." 

The  most  significant  debate  in  the  Senate  was  had  in 
reference  to  certain  amendments  offered  by  Mr.  Jacob  Coll  am  er, 
of  Yermont,  who  moved  to  strike  out  of  the  fifth  section  the 
words,  "  hereinafter  provided."  In  order  to  show  the  effect 
that  this  motion  would  have  had  on  the  bill,  its  fifth  and 
sixth  sections  are  copied  entire  : 

"  Sec.  5.  And  be  it  further  enacted,  That  for  the  purposes  herein 
mentioned,  the  Secretary  of  the  Treasury  shall,  upon  certificate  in  writing 
of  said  commissioners,  of  the  completion  and  equipment  of  forty  consecutive 
miles  of  said  railroad  and  telegraph,  in  accordance  with  the  provisions  of  this 
act,  issue  to  said  company  bonds  of  the  United  States  of  one  thousand 
dollars  each,  payable  in  thirty  years  after  date,  bearing  sis  per  centum  per 
annum  interest,  (said  interest  payable  semi-annually,)  which  interest  may  be 
paid  in  United  States  treasury  notes  or  any  other  money  or  currency  which 
the  United  States  have  or  shall  declare  lawful  money  and  a  legal  tender,  to 
the  amount  of  sixteen  of  said  bonds  per  mile  for  such  section  of  forty  miles  ; 
AND  TO  SECURE  THE  REPAYMENT  TO  THE  UNITED  STATES,  as  HEREINAFTER 
PROVIDED,  of  the  amount  of  said  bonds  so  issued  and  delivered  to  said  company, 
TOGETHER  WITH   ALL  INTEREST  THEREON  WHICH  SHALL  HAVE  BEEN  PAID 

by  the  United  States,  the  issue  of  said  bonds  and  delivery  to  the  company 
shall  ipso  facto  constitute  a  first  mortgage  on  the  whole  line  of  the  railroad  and 
telegraph,  together  with  the  rolling  stock,  fixtures,  and  property  of  every 
kind  and  description,  and  in  consideration  of  which  said  bonds  may  be  issued  ; 
and  on  the  refusal  or  failure  of  the  said  company  to  redeem  said  bonds,  or  any 
part  of  them,  when  required  to  do  so  by  the  Secretary  of  the  Treasury,  in 
accordance  with  the  provisions  of  this  act,  the  said  road,  with  all  the  rights, 
functions,  immunities,  and  appurtenances  thereunto  belonging,  and  also  all 
lands  granted  to  the  said  company  by  the  United  States,  which,  at  the  time  of 
said  default,  shall  remain  in  the  ownership  of  the  said  company,  may  be  taken 
possession  of  by  the  Secretary  of  the  Treasury,  for  the  use  and  benefit  of  the 
United  States  :  Provided,  this  section  shall  not  apply  to  that  part  of  any  road 
now  constructed. 

"  Sec.  6.  And  be  it  further  enacted,  That  the  grants  aforesaid  are  made 
upon  condition  that  said  company  shall  pay  said  bonds  at  maturity,  and  shall 
keep  said  railroad  and  telegraph  line  in  repair  and  use,  and  shall  at  all  times 
transmit  dispatches  over  said  telegraph  line,  and  transport  mails,  troops,  and 
munitions  of  war,  supplies,  and  public  stores  upon  said  railroad  for  the  gov- 
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eminent,  whenever  required  to  do  so  by  any  department  thereof ;  and  that  the 
government  shall  at  all  times  have  the  preference  in  the  use  of  the  same  for 
all  the  purposes  aforesaid,  (at  fair  and  reasonable  rates  of  compensation,  not 
to  exceed  the  amounts  paid  by  private  parties  for  the  same  kind  of  service  ;) 
and  all  compensation  for  services  rendered  for  the  government  shall  be 
applied  to  the  payment  of  said  bonds  and  interest  until  the  whole  amount 
is  fully  paid.  Said  company  may  also  pay  the  United  States,  wholly  or  in 
part,  in  the  same  or  other  bonds,  treasury  notes,  or  other  evidences  of  debt 
against  the  United  States,  to  be  allowed  at  par ;  and  after  said  road  is 
completed,  until  said  bonds  and  interest  are  paid,  at  least  five  per 
centum  of  the  net  earnings  of  said  road  shall  also  be  annually  applied  to 
the  payment  thereof." 

These  are  the  only  sections  in  the  act  of  1862  which  contain 
any  reference  to  the  question  of  the  bonds. 

In  reference  to  his  motion,  Mr.  Collamer  spoke  as  follows, 
(see  Congressional  Globe,  Thirty-seventh  Congress,  page  2813,) 

"  This  bill  carries  the  idea,  and  in  this  section  provides  for  the  repayment 
of  this  loan,  as  gentlemen  call  it.  In  a  subsequent  section  it  is  provided  the 
payment  shall  be  made  in  tbe  carrying  of  mails,  supplies,  and  military  stores 
for  the  government  at  fair  prices,  and  also  that  five  per  cent  of  the  net  pro- 
ceeds or  gains  shall  be  set  apart  for  the  government.  That  is  all  the  provi- 
sion there  is  in  the  bill  for  the  payment.  There  is  a  security  attempted  to 
be  given  in  this  section.  It  provides,  beginning  at  the  thirteenth  line,  '  and 
to  secure  the  repayment  to  the  United  States,  as  hereinafter  provided,  of  the 
amount  of  said  bonds  so  issued  and  delivered  to  said  company,  together  with 
all  interest  thereon  which  shall  have  been  paid  by  the  United  States,'  there 
shall  be  a  lien  on  the  line  of  the  road.  The  language  is  '  as  hereinafter  pro- 
vided.'   The  only  provision  is    setting   apart  five   per   cent   of 

THE  NET  PROCEEDS;  SO  THAT,  IF  YOU  LEAVE  IN  THESE  WORDS,  YOU 
IIAVE  NOTHING  REALLY  AS  SECURITY  FOR  YOUR  BONDS  UNLESS  YOU 
GET  YOUR  PAY  IN  CARRYING  THE  MAILS,  ETC.  ;  AND  IF  YOU  DO  NOT 
GET  THAT  SERVICE,  IT  GOES  FOR  NOTHING.  THE  REPAYMENT  IS  TO 
BE  'AS  HEREINAFTER  PROVIDED,'  AND  THE  SUBSEQUENT  PROVISION 
IS     FOR     CARRYING    THE     MAILS     AND    GOVERNMENT     SUPPLIES. 

"  Then,  in  the  next  clause  of  the  section,  it  is  provided,  '  and  on  the  refusal 
or  failure  of  said  company  to  redeem  said  bonds,  or  any  part  of  them,  when 
required  so  to  do  by  the  Secretary  of  the  Treasury  in  accordance  with  the  pro- 
visions of  this  act,  the  said  road '  shall  be  forfeited ;  that  is  to  say,  if  they  do 
not  carry  the  government  freight  and  set  apart  the  five  per  cent,  then  indeed 
you  may  take  the  road  when  it  is  ascertained  not  to  be  good  for  any  thing  ; 
but  there  is  no  provision  here  that  you  shall  have  your  bonds  repaid,  if  the 
road  goes  into  successful  operation.  There  is  no  provision  that  the  govern- 
ment shall  ever  have  pay  in  any  other  way  than  by  carrying  its  freight  and 
mails,  and  the  five  per  cent  of  the  net  proceeds.  Xow,  this  should  be  what 
it  purports  to  be,  a  security  for  the  repayment  of  the  loan  if  the  road  shall 
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be  a  successful  operation.  I  want  no  duplicity  about  it.  My  motion  is  to 
strike  out,  in  the  fourteenth  line  of  the  section,  the  words, '  as  hereinafter  pro- 
vided,' and  in  the  twenty-fourth,  twenty-fifth,  and  twenty-sixth  lines,  the 
words,  '  when  required  so  to  do  by  the  Secretary  of  the  Treasury,  in  accor- 
dance with  the  provisions  of  this  act.'  " 

This  amendment  was  at  first  agreed  to.  It  was  subsequently 
discovered,  in  the  course  of  the  debate,  that  this  amendment, 
which  had  passed  without  much  consideration,  would  be  likely 
to  defeat  all  action  under  the  bill.  Mr.  Wilson  thereupon 
moved  a  reconsideration  of  the  amendment,  upon  which  the 
following  discussion  took  place.  (See  Congressional  Globs,  as 
above,  p.  2816.) 

"  I  move,"  said  Mr.  Wilson,  "  to  reconsider  the  vote  by  which  the  amendment 
on  page  eleven,  section  five,  line  fourteen,  striking  out  after  the  word  '  States ' 
the  words,  '  as  hereinafter  provided,'  and  the  amendment  in  lines  twenty-four, 
twenty-five,  and  twenty-six,  of  the  same  section,  striking  out  the  words, '  when 
required  to  do  so  by  the  Secretary  of  the  Treasury,  in  accordance  with  the 
provisions  of  this  act,'  were  agreed  to.  I  make  this  motion  because  I  am  in 
favor  of  passing  a  bill  that  will  build  a  road.  I  shall  vote  for  the  bill  if  the 
reconsideration  is  not  agreed  to  ;  but,  in  my  judgment,  this  amendment  will  de- 
feat the  road.  Instead  of  being  a  security  to  the  United  States,  it  is  my 
opinion  it  is  taking  security  away  from  the  United  States..  We  propose  to 
embark  in  building  a  Pacific  railroad.  It  is  the  interest  of  the  United  States 
to  induce  the  capital  of  this  country  to  go  into  that  road.  Every  dollar  put 
into  that  road  is  so  much  security  to  the  United  States.  Every  provision  of 
this  bill  that  prevents  the  capitalists  of  the  country  from  putting  money  into 
the  road  is  so  much  against  the  United  States.  If  we  embark  in  this  road 
and  put  millions  of  dollars  in  it,  we  shall  go  through  with  it,  if  it  costs  tens 
of  millions  more  than  you  find  in  this  bill.  The  great  object  is  to  make  a  bill 
that  shall  bring  into  the  road  the  capital  of  the  country,  and  in  my  judgment 
this  amendment  repels  capital    Yotj  provide  in  the  bill  that  the  road 

SHALL  DO  CERTAIN  WORK  FOR  THE  GOVERNMENT  BY  WAY  OP  PAYMENT — 
CARRY  THE  MAILS,  MUNITIONS  OP  WAR,  ETC.  YoiT  HAVE  A  SECURITY  IN 
TRE  BILL  THAT  WHEN  THE  SECRETARY  OF  THE  TREASURY  GIVES  NOTICE, 
YOU  CAN  TAKE  POSSESSION  OF  THE  ROAD.  NOW,  YOU  STRIKE  OUT  THESE 
PROVISIONS,  THESE  GUARDS,  AND  MAKE  IT  ABSOLUTE  THAT  IF  THIS  ROAD 
CAN  NOT  REDEEM  THESE  BONDS  THE  ROAD  IS  FORFEITED,  AND  THE  GOV- 
ERNMENT TAKES  POSSESSION.  THERE  IS  NOT  A  MAN  IN  AMERICA  WHO 
WILL  PUT  A  DOLLAR  IN  THE  ROAD  UNDER  SUCH  CIRCUMSTANCES.  I  do  not 
believe  there  is  a  dollar  in  the  United  States  that  will  go  in  that  road  with 
that  proviso;  and  if  there  be  none,  what  have  you  got?  You  have  got  no 
security,  or,  if  there  be  any,  but  very  little.  I  believe  that  it  is  the  most  fatal 
amendment  that  could  be  adopted,  and  if  it  stands  in  that  bill,  the  bill  is  not 
worth  the  paper  on  which  it  is  written.  That  is  my  j  udgment  in  regard  to 
the  amendment,  and  I  therefore  move  the  reconsideration.    I  move  it  because 
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I  want  to  make  a  bill  that  shall  make  a  road.  I  want  so  to  frame  the  bill 
as  to  induce  the  capitalists  of  the  country  to  invest  their  money  in  the  road  ; 
to  induce  those  who  have  commercial  interests,  those  who  have  railway  in- 
terests, to  see  to  it  that  this  road  is  built.  Every  dollar  we  can  bring  into 
the  road  is  so  much  contributed  toward  building  the  road,  and  is  so  much 
saved  to  the  treasury  of  the  United  States.  I  hope  these  amendments  will 
be  reconsidered." 

Mr.  Collamer  supported  the  amendment  upon  the  ground 
that  the  bonds  issued  to  the  companies  were  to  be  regarded 
throughout  the  bill  as  loans,  which  were  to  be  repaid  by  the 
companies  to  the  government.     He  said,  (see  Globe,  p.  2816,) 

"  Now,  sir,  let  us  look  for  a  moment  at  this  bill.  The  provision  made  in 
the  bill  about  the  payment  is  in  the  next  section,  section  sis  : 

" '  That  the  grants  aforesaid  are  made  upon  condition  that  said  company 

shall  keep  said  railroad  and  telegraph  line  in  repair  and  use,  and  shall  at  all 

times  transmit  dispatches  over  said  telegraph  line,  and  transport  mails,  troops 

and  munitions  of  war,  supplies  and  public  stores,  upon  said  railroad  for  the 

government,  whenever  required  to  do  so  by  any  department  thereof,  and  that 

the  government  shall  at  all  times  have  the  preference  in  the  use  of  the  same 

for  all  the  purposes  aforesaid,  (at  fair  and  reasonable  rates  of  compensation, 

not  to  exceed  the  amounts  paid  by  private  parties  for  the  same  kind  of 

service.') 

*  *  *  *  *  *  *  *  * 

"  Then  it  goes  on  to  provide : 

"  '  And  all  compensation  for  services  rendered  for  the  government  shall  be 
applied  to  the  payment  of  said  bonds  and  interest  until  the  whole  amount  is 
fully  paid. 

"  Further  : 

"  '  And  after  said  road  is  completed,  until  said  bonds  and  interest  are  paid, 
at  least  five  per  cent  of  the  net  earnings  of  said  road  shall  also  be  annually 
applied  to  the  payment  thereof.' 

"  '  The  net  earnings.'  All  this  goes  on  the  ground  that  this  road  is  going 
to  be  a  success.  Very  well ;  put  it  on  that  ground.  I  hope  it  may  be  so. 
The  parts  of  the  bill  I  have  read  are  evidently  drawn,  and  the  argument 
here  is,  on  the  ground  that  they  are  to  pay  back  these  bonds  and  interest. 
They  may  do  all  the  work  forthe  United  States,  and  put  apart  that  five  per  cent 
if  they  ever  get  any  net  receipts,  and  yet  not  pay  the  debt,  because  it  will  not 
come  to  enough.  We  have  not  work  enough  for  them  to  do,  at  any  fair 
price,  to  pay  for  these  bonds  and  the  interest.  That  sixth  section  provides  for 
the  payment.  The  security  is  in  the  fifth  section,  which  is  now  under  con- 
sideration." 

After  reading  the  fifth  section,  he  continued : 

"  That  is  to  say,  if  we  do  carry  your  freight  as  we  agree  to  do,  whether 
that  pays  you  or  not,  is  immaterial.    But  if  we  do  not  carry  your  freight  and 
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your  mail  as  we  agree  to  do,  then  and  in  that  case  you  may  take  possession 
of  the  road  ;  but  if  we  do  that,  then  you  shall  never  have  any  security  for 
the  payment,  however  successful  we  may  be,  because  all  the  security  is  ac- 
cording to  the  provisions  hereinafter  provided.  Is  not  that  all  a  mere  matter 
of  duplicity  ?  I  do  not  charge  any  body  with  having  intended  it ;  but  is  not 
that  the  obvious  intent  of  it  ?  I  do  not  say  whether  it  will  ever  be  paid  or 
not ;  but  I  do  say  the  bill  is  drawn  on  that  ground  and  understanding  from 
beginning  to  end.  If  they  will  strike  out  those  oblique  words  '  as  herein- 
after provided,'  they  leave  the  security  which  they  profess  to  hold  out  to  the 
world.     I  hope  the  amendment  will  not  be  reconsidered." 

"  Mr.  McDougall  :  I  trust  the  amendment  will  be  reconsidered.  At  the 
time  it  was  suggested,  I  did  not  see  the  serious  objection  to  it  that  I  see  now. 
I  wish  to  say  with  regard  to  this  obliquity  the  gentleman  seems  to  perceive 
in  the  appearance  of  this  bill,  that  it  was  not  designed  that  the  government 
should  foreclose  a  mortgage  on  this  road,  if  the  road  was  completed  in  good 
faith,  and  did  the  government  business.  -4s  I  have  had  occasion  before  to  re- 
mark, the  government  is  now  paying  over  seven  millions  per  annum  for  the 
service  which  this  road  is  bound  to  perform.  That  is  about  one  hundred  per 
cent  more  than  the  maximum  of  interest  upon  the  entire  amount  of  bonds 
that  will  be  issued  by  the  United  States  when  the  road  is  completed.  The 
government  is  to-day,  on  the  peace  establishment,  without  any  war  necessity, 
paying  for  the  same  service  one  hundred  per  cent  more  than  the  entire  inte- 
rest on  the  amount  of  bonds  called  for  by  the  bill.  Besides  that,  it  is  provid- 
ed that  five  per  cent  of  the  net  proceeds  shall  be  paid  over  to  the  federal 
government  every  year. 

"  NOW,  LET  MB  SAY,  IF  THIS  ROAD  IS  TO  BE  BTJILT  NOT  MERELY  BY 
THE  MONEY  ADVANCED  BY  THE  GOVERNMENT,  BUT  BY  MONEY  OUT  OP 
THE  POCKETS  OP  PRIVATE  INDIVIDUALS  ;  IP  THERE  ARE  TO  BE  GREAT 
SACRIFICES  IN  THE  ACCOMPLISHMENT  OP  A  GREAT  NATIONAL  PURPOSE — 
AND  THIS  IS  ADMITTED  TO  BE  A  GREAT  NATIONAL  PURPOSE,  ONE 
DEMANDED  AS  A  POLITICAL  NECESSITY — WHY  SHOULD  THE  GOVERNMENT 
DRAW  PROM  THE  POCKETS  OP  PRIVATE  CITIZENS  $50,000,000,  TO  BE  EM- 
BARKED IN  AN  ENTERPRISE  THAT  WILL  HAVE    NO    NET    PROCEEDS  ;  THAT 

will  pay  NO  cent  OP  dividends  ?  Upon  the  hypothesis  of  the  senator 
from  Vermont,  this  government  should  build  the  road  if  it  cost  $100,000,000, 
and  then  spend  .$5,000,000  a  year  to  run  the  road.  A  better  proposition 
has  been  advanced  here  in  this  bill.  It  is  proposed  that  the  government 
shall  advance  $60,000,000,  or  rather  their  bonds  at  thirty  years,  as  the  road 
is  completed  in  the  course  of  a  series  of  years  ;  that  the  interest  at 
no  time  can  be  equal  to  the  service  to  be  rendered  by  the 
road  as  it  progresses  ;  and  that  the  government  really  requires 
no  service,  except  a  compliance  on  the  part  op  the  company  with 
the  contract  made.  it  was  not  intended  that  there  should  be 
a  judgment  of  foreclosure  and  a  sale  of  this  road  on  a  failure 
to  pay.  i  wish  it  to  be  distinctly  understood  that  the  bill  was 
not  framed  with  the  intention  to  have  a  foreclosure." 

"  Mr.  Collamer  :  Then  what  was  that  part  of  the  bill  providing  that  the 
government  may  take  possession  of  it  put  in  for  V 


34 

"  Mr.  McDougall  :  In  case  they  failed  to  perform  their  contract. 
That  is  another  thing.  That  is  a  stipulation  ;  that  is  a  for- 
feiture IN  TERMS  OF  LAW;  A  "VERY  DIFFERENT  THING  FROM  A  FORE- 
CLOSURE FOR  THE  NON-PAYMENT  OF  BONDS.  THE  CALCULATION  CAN  BE 
SIMPLY  MADE  THAT,  AT  THE  PRESENT  AMOUNT  OF  TRANSPORTATION  OYER 
THE  ROAD,  SUPPOSING  THE  GOVERNMENT  DID  NO  MORE  BUSINESS,  THAT 
THAT  ALONE  "WOULD  PAY  THE  INTEREST  AND  THE  PRLNCLPAL  OF  ■  THE 
BONDS  LN  LESS  THAN  TWENTY  YEARS;  MAKING  IT  A  DIRECT  PIECE  OF 
ECONOMY    IF   THE    GOVERNMENT    HAD     TO    PAY    THEM    ALL.       However,  I 

am.  not  disposed  to  discuss  this  matter  I  say  it  was  not  understood  that 
the  government  was  to  come  in  as  a  creditor  and  seize  the  road  on  the  non- 
payment of  the  interest.  It  is  the  business  of  the  government  to  pay  the 
interest,  because  we  furnish  the  transportation." 

"  By  striking  out  these  simple  words,  '  as  hereinafter  provided,'  we  destroy 
the  sixth  section  of  the  bill ,  and  then  we  make  it  imperative,  without  any 
discretion  with  the  Secretary  of  the  Treasury,  that  if  the  road  shall  fail  to 
pay  the  bonds  when  they  become  due,  he  shall  take  possession  of  the  road. 
Now,  sir,  until  the  road  is  completed,  we  have  reserved  a  certain  percentage 
for  the  security  of  the  government.  I  think  we  have  taken  ample  security 
in  this  matter,  and  I  think  every  word  or  idea  in  this  bill  that  tends  to  keep 
capital  out  of  the  road  is  so  much  inj  ury  to  the  government  of  the  United 
States. 

*  The  senator  says  the  bill  goes  upon  the  idea  that  this  money  that  we  loan 
for  building  this  road  is  to  be  repaid.  I  know  that  is  the  theory  of  the 
bill ;  but  there  is  not  a  practical  railroad  man  in  the  country  who  expects  the 
government  to  get  back  its  money,  unless  this  road  can  so  manage  as  to  earn 
money  enough  to  pay  it.  When  you  consider  the  length  of  this  road,  the 
mountains  and  the  deserts  that  it  crosses,  the  sparsely  settled  population,  the 
enormous  cost  of  the  road  and  of  running  the  road,  the  nation  and  the  world 
will  be  satisfied  if  we  can  build  it  at  a  reasonable  cost ;  and  then  if  the  road 
can  pay  the  government  the  interest,  and  keep  on  running,  and  do  the  busi- 
ness of  the  nation,  and  the  commercial  business  of  the  country,  every  body 
would  be  delighted  at  the  idea.  I  must  say  I  fear  it  can  not  do  all  that.  I 
am  very  confident  it  could  not  do  it  without  the  liberal  aid  of  the  govern- 
ment, not  only  in  completing  the  road,  but  a  liberal  dealing  with  the  road 
when  it  is  completed.  I  regard  it  as  a  national  necessity  of  transcendent  im- 
portance, against  which  seventy-five  or  one  hundred  millions  do  not  weigh 
any  thing.  What  are  seventy-five  or  one  hundred  millions  to  the  American 
people  to  have  a  railroad  completed,  connecting  the  Atlantic  and  Pacific 
shores,  and  opening  the  interior  of  the  continent  to  this  nation  ?  It  is  not 
even  as  dust  in  the  balance." 

Mr.  Collamer's  motion  was  reconsidered  by  a  unanimous 
vote;  the  amendment  offered  by  Mr.  Clarke,  of  New-Hamp- 
shire, and  adopted,  "  that  the  company  should  pay  the  bonds  at 
maturity,  and  keep  the  railroad  and  telegraph  line  in  repair," 
etc.,  met  Mr.  Collamer's  objections.      The  character  and  ob- 
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jects  of  the  "bill  underwent,  in  their  debate,  a  thorough  dis- 
cussion. It  was  not  intended,  said  Mr.  McDougall,  "that 
there  should  be  a  judgment  of  foreclosure  and  a  sale  of  this 
road  on  failure  to  pay  the  bill  was  not  framed  with  any 
intention  to  have  a  foreclosure."  There  might  be  a  forfeiture, 
but  the  forfeiture  was  to  receive  from  breach  of  stipulation  to 
construct  and  maintain  the  road,  but  for  no  other  cause.  The 
road  might  be  unprofitable  ;  it  was  not  expected  that  it  would 
be  profitable.  The  government  transportation  was  what 
Congress  must  look  to  for  its  compensation.  This  would  be 
ample  for  any  outlay.  After  further  discussion,  the  bill  passed 
the  Senate  by  a  vote  of  35  to  5,  Mr.  Collamer  voting  for  it. 

The  bill  was  finally  passed  July  1st,  1862.  It  named  seventy- 
six  corporators,  taken  from  nearly  every  loyal  State  and  Ter- 
ritory in  the  Union.  It  provided  that  they  should  meet  in 
Chicago  on  the  1st  day  of  September  following,  for  the  pur- 
pose of  forming  a  provisional  organization,  by  the  election  of 
officers,  who  were  to  be  charged  with  the  duty  of  procuring 
stock  subscriptions  to  the  enterprise  to  the  amount  of  $2,000,- 
000,  whereof  ten  per  cent  was  to  be  paid  at  the  time  of  sub- 
scribing. The  corporators  met  in  Chicago,  and  organized  by 
the  choice  of  officers,  as  required.  At  this  convention  the 
whole  subject  of  the  work  was  fully  and  elaborately  discussed. 
The  sense  of  the  convention  will,  perhaps,  be  best  shown  by 
copying  the  report  submitted  by  the  "  Committee  on  the  Order 
of  Business,"  and  unanimously  adopted  : 

"1st.  That  the  speedy  completion  through  the  territory  of  the  United 
States,  from  the  Atlantic  to  the  Pacific,  of  a  railway  communication  affording 
meana  of  transit  for  persons  and  property,  has  become  an  urgent  necessity — 
not  only  in  facilitating  and  augmenting  the  commerce,  and  developing  the 
agricultural,  mineral,   and  fiscal  resources  of  our  continental  union,   but 

PRE-EMINENTLY  IN  PROVIDING-  FOR  THE  PUBLIC  DEFENSE,  AND  PEE.PE- 
TUATING  THE  POLITICAL  TREATY  OP  THE  ATLANTIC  AND  PACIFIC  PORTIONS 
OF  THE  REPUBLIC. 

"  2d.  That  the  eastern  division  of  this  great  continental  chain,  extending 
from  the  Atlantic  Ocean  to  the  Missouri  River,  having  already  been  com- 
pleted by  the  capital  and  enterprise  of  companies  incorporated  by  the  several 

States,  IT  "WAS  EMINENTLY  PROPER  FOR  THE  UNITED  STATES  TO  INCOR- 
porate a  national  company  for  completing  the  residue,  reaching 
from  the  Missouri  to  the  Pacific,  with  such  aid  from  the  national 
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TREASURY  AND  RESOURCES  AS  SEEMED  TO  BE  NECESSARY  ;  AND  THAT  TEE 
COUNTRY  MAY  WELL  RELY  ON  THE  CONTINUANCE  OP  THE  SAME  "WISE  AND 
PATERNAL  POLICY  TO  EXPEDITE  THE  EFFORTS  OF  THE  COMPANY  TO  COM- 
PLETE THE  "WORK  "WITH  ALL  PRACTICABLE  DISPATCH. 

"3d.  That  it  was  peculiarly  the  duty  of  the  nation  which  had 
assumed  and  exercised  the  right  greatly  to  extend  its  original 
limits,  by  annexing  the  broad  continental  area  between  the 
Mississippi  and  the  Pacific,  and  that,  too,  for  the  avowed  pur- 
pose of  protecting  the  commerce  and  territory  of  the  Union 
from  foreign  interference,  to  exert  all  its  powers  to  secure 
the  completion  of  a  chain  of  communication  so  virtually  important 

TO  BOTH. 

"  4th.  That  the  denationalizing  and  treasonable  effort  now  in  progress  to 
separate  the  slaveholding  portion  of  the  Union  from  the  residue,  could  it  be 
successful,  would  inevitably  be  followed  by  attempts  still  more  flagitious,  not 
only  to  detach  the  States  on  the  Pacific,  but  even  to  separate  the  States  on 
the  Lakes  and  the  Missouri  from  those  on  the  Atlantic,  and  possibly  from 
each  other ;  that  this  audacious  and  abominable  attempt  to  demolish  the 
fabric  of  our  national  government  is  secretly  encouraged,  if  not  openly  ap- 
proved, by  at  least  a  portion  of  the  European  world  ;  and  that  the  American 
people  are  now  impelled  by  every  motive  of  interest,  duty,  pride,  and  honor, 
and  every  instinct  of  self-respect  and  self-preservation,  to  avert  from  them- 
selves and  their  posterity  a  calamity  so  enormous. 

"  5th.  That  the  peculiar  character  of  the  pending  rebellion,  involving,  if 
successful,  the  utter  destruction  of  our  national  organization,  and  the  conse- 
quent reduction  of  our  hitherto  powerful  republic  to  the  fragmentary  and 
feeble  condition  of  Central  Europe,  entailing  on  our  continent,  for  centuries 
to  come,  perpetual  internal  strife,  if  not  interminable  war,  imperatively  re- 
quires NOT  ONLY  THE  UTMOST  EXERTION  OF  THE  MILITARY  AND  NAVAL 
POWER  OF  THE  GOVERNMENT,  BUT  THE  IMMEDIATE  ADOPTION  OF  EVERY 
MEASURE  OF  CIVIL  ADMINISTRATION  FOR  STRENGTHENING  THE  BONDS  OF 
OUR  EXISTING  UNION  ;  THAT  NOTHING  WILL  CONTRIBUTE  MORE  PERMA- 
NENTLY AND  EFFECTUALLY  TO  THAT  OBJECT  THAN  THE  BINDING,  BY  AN 
ADEQUATE  CHAIN  OF  COMMUNICATION,  OUR  PACIFIC  COAST  AND  THE  RICH 
METALLIFEROUS  REGIONS  OF  THE  INTERIOR  TO  THE  LARGE  AND  POWERFUL 
GROUP   OF  FOOD-PRODUCING    STATES   ON  THE  ATLANTIC  ;    and  that    Such    a 

channel  of  intercourse,  through  this  central  portion  of  the  continent,  occupied 
by  a  populous  and  homogeneous  race,  enjoying  easy  and  daily  access  to  the 
two  great  oceans  of  the  globe,  would  enable  it  not  only  to  resist  and  defy  any 
further  attempt,  either  at  home  or  abroad,  to  dismember  our  territory,  but  to 
exercise  a  commanding  influence  over  the  commerce,  if  not  over  the  political 
destinies  of  the  civilized  world. 

"  6th.  That  Congress  has  acquired  a  new  claim  to  the  gratitude  of  the  peo- 
ple by  delegating  to  an  incorporated  company  the  duty  and  responsibility  of 
constructing  and  managing  this  great  work  of  national  improvement,  and  in 
aiding  it  by  the  public  credit,  and  grants  of  public  lands  ;  that  through  this 
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instrumentality  the  enterprise  will  enjoy  the  benefit  of  a  permanent  and 
steady  direction,  exempt  from  the  uncertainty  and  delay  of  yearly  appropria- 
tions, and  especially  from  the  vicissitudes  of  party  conflicts  and  the  demora- 
lizing effects  of  party  interference,  permitting-  its  directors  to  carry  forward 
the  work  with  activity,  intelligence,  and  honesty,  on  a  continuous  and  syste- 
matic plan,  undisturbed  by  any  changes  or  vacillations  in  our  public  counsels, 
or  any  fluctuations  in  our  public  affairs. 

"  7th.  That  the  commissioners  are  profoundly  impressed  with  the  conviction 
that,  under  the  exigencies  of  our  present  struggle  for  national  existence,  this 
great  channel  of  intercourse,  with  its  rich  and  invigorating  streams  of  national 
commerce,  and  its  unrivaled  military  facilities,  is  more  than  ever  needed  to 
preserve  the  American  Union  from  political  dissolution  ;  that  the  pressure  of 
the  pending  war,  so  far  from  affording  any  reason  for  delaying  its  prosecution, 
shows  only  the  more  its  urgent  necessity  ;  that  no  time  should  be  lost  in  se- 
curing its  speedy  completion  by  every  reasonable  effort;  and  that,  in  a  crisis 
so  grave  as  the  present,  the  company  and  the  country  may  properly  and  con- 
fidently rely  on  the  government  promptly  to  extend  to  the  work  any  other 
aid  and  facility  which  the  interests  involved  in  its  vigorous  prosecution  so 
evidently  require. 

********  * 

"  10th.  That  a  committee,  consisting  of  one  member  from  each  State  and 
territory,  and  one  from  the  members  at  large,  be  appointed  by  the  president 
to  apply  to  Congress  for  any  auxiliary  legislation  which  may  be  aecessary 
and  proper  to  facilitate  and  expedite  the  construction  of  the  work  which  the 
present  board  was  appointed  to  promote." 

This  report  of  the  Committee  on  Business  shows  the  light  in 
which  the  proposed  enterprise  was  regarded  by  the  corporators. 
The  sentiment  of  the  convention  reflected  almost  exactly  that 
of  Congress.  The  road  was  declared  to  be  a  "  military  neces- 
sity ;"  and  Congress  was  complimented  on  having  met  this  ne- 
cessity so  manfully,  and  in  contributing  so  liberally  to  the  con- 
struction of  the  road.  The  opinion,  however,  was  universally 
expressed  that  further  legislation  was  indispensable  before  the 
work  of  construction  should  be  commenced.  Great  doubts 
were  expressed  whether,  with  such  legislation,  private  capital 
could  be  induced  to  come  forward  in  aid  of  the  enterprise.  In 
reference  to  the  feeling  of  the  convention,  the  following  letter, 
signed  by  its  officers,  and  addressed  to  the  president  of  the 
Union  Pacific  Company,  is  annexed  : 

"  New- York,  January  25,  1871. 
"  Oliver  Ames,  Esq.,  President  Union  Pacific  Railroad  Company  : 

'■'  SrR  :  In  reply  to  your  letter  of  the  20th  instant,  making  inquiries  as  to  the 
views  of  the  Chicago  convention  of  corporators  of  the  Union  Pacific  Eailroad 


38 

in  reference  to  this  work,  and  of  the  relations  of  the  government  to  the  same, 
we  would  state  that  its  sentiments  were  well  expressed  in  the  resolutions,  or 
report  of  the  Business  Committee.  The  conviction  was  universal  that  the  pro- 
visions made  by  government  for  the  work  were  wholly  inadequate,  and  that 
further  legislation  must  he  had  to  induce  private  capital  to  come  forward  in 
its  aid.  A  committee,  consisting  of  one  corporator  from  each  loyal  State 
and  territory,  was  appointed  to  visit  Washington  to  solicit  additional  and  more 
favorable  legislation.  In  the  ignorance  which  prevailed  as  to  cost  of  the 
work,  and  the  difficulties  in  the  way  of  construction,  no  definite  plan  of  further 
aid  was  matured  ;  but  it  was  the  conviction  on  all  sides  that  the  burden  of 
the  enterprise  rested  upon  the  government ;  that  it  should  stand  by  the  com- 
pany in  any  emergency  that  might  arise." 

"Immediately  after  the  adjournment  of  the~  convention,  the  officers  ap- 
pointed by  it  opened,  November  5th,  1862,  as  directed,  books  of  subscription 
to  the  capital  stock  of  the  company  in  every  loyal  State  and  territory  in  the 
United  States,  giving,  through  the  public  prints,  ample  notice  thereof.  These 
books  were  returned  with  subscriptions  amounting  to  only  $2200.  The  offi- 
cers thereupon  commenced  a  personal  canvass  for  the  purpose  of  raising  the 
amount  necessary  to  a  permanent  organization.  They  corresponded  with  the 
leading  corporators,  visited  the  neighboring  cities,  and  made  every  effort  in 
their  power  to  induce  capitalists  to  subscribe  to  the  stock.  Not  many,  how- 
ever, could  be  found  patriotic  enough  to  risk  any  considerable  sum  in  an  enter- 
prise the  success  of  which  was  regarded  as  more  than  doubtful.  Tbe  under- 
signed never  urged  subscriptions  on  any  other  ground  but  that  of  the  public 
good,  sharing  themselves  in  the  conviction  which  almost  universally  prevail- 
ed. After  working,  for  more  than  a  year,  subscriptions  to  the  amount  of 
$2,000,000  were  at  length  obtained,  a  large  amount  of  them  being  prompted 
by  sentiments  of  patriotism  or  duty,  and  for  the  purpose  of  saving  the  charter, 
about  to  be  lost  by  lapse  of  time  ;  and  on  the  25th  of  September,  1863,  the 
undersigned  called  a  meeting  of  the  subscribers,  in  New- York,  on  the  29th 
day  of  October  following,  for  the  purpose  of  forming  ^permanent  organization. 

"  At  this  meeting,  the  feeling  in  reference  to  the  enterprise  was  similar  to  that 
Avhich  prevailed  at  Chicago.  The  condition  of  the  country,  however,  had  much 
improved.  Considerable  information  in  reference  to  the  character  of  the  route 
had  been  obtained ;  but  it  was  still  felt  that  without  further  and  important 
legislation,  the  work  of  construction  should  not  be  commenced.  The  precise 
nature  of  the  legislation  to  be  asked  for  was  not  specified,  for  the  good  reason 
that  it  was  not  then  known  what  might  be  required.  Without  the  legislation  • 
that  was  finally  obtained,  the  undersigned  do  not  believe  that  the  work  of 
construction  should  or  would  have  been  commenced. 

"  We  are,  very  respectfully,  Wtlliam  B.  Ogden, 

"  President  Provisional  Organization. 
"Henry  V.  Poor, 
"Secretary  of  Provisional  Organization." 

The  company,  immediately  upon  its  organization,  took  steps 
to  obtain  such  further  information  as  would  enable  it  to  deter- 
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mine  the  question  of  route,  particularly  across  the  great  barrier 
of  the  Pocky  Mountains ;  and  also  as  to  the  existence  of  coal 
in  the  interior ;  for,  in  a  woodless  country,  such  as  is  that  which 
extends  all  the  way  from  the  Missouri  River  to  the  Sierra  Ne- 
vada range,  unless  coal  could  be  found  in  abundant  supply,  the 
road  could  never  be  run  if  built.  While  preparations  to  obtain 
such  information  were  going  on,  application  was  made  to  Con- 
gress, which  assembled  within  about  a  month  after  the  forma- 
tion of  the  company,  for  further  aid.  The  aid  asked  for  was  a 
release  from  the  drawback  of  twenty -five  per  cent,  provided  in 
the  first  bill ;  an  additional  land  grant;  and  that  the  company 
might  issue  its  own  bonds,  equal  in  amount  to  the  government 
subsidy,  and  that  such  bonds  might  be  secured  by  a  first  mort- 
gage on  the  road,  taking  precedence  of  those  issued  by  the  go- 
vernment. To  meet  the  application  for  further  aid,  bills  were 
reported  in  both  Houses  of  Congress.  The  Senate  bill  pro- 
posed a  complete  change  in  the  existing  law.  It  provided  that 
no  government  bonds  should  be  issued,  but  that,  for  the  purpose 
of  raising  the  money  for  the  construction  of  the  road,  the  com- 
panies, Union  Pacific  and  Central  Pacific,  might  issue  their  cor- 
porate bonds  to  the  amount  of  $24,000  per  mile  for  that  por- 
tion of  the  road  lying  west  of  the  100th  meridian,  and  to  the 
eastern  base  of  the  Pocky  Mountains ;  for  the  mountain  dis- 
tricts, they  were  authorized  to  issue  bonds  to  the  amount  of 
$96,000  per  mile ;  and  $48,000  per  mile  for  the  space  between 
the  two  great  mountain  ranges.  Upon  these  bonds  the  govern- 
ment was  to  pay  interest,  at  the  rate  of  six  per  cent  in  gold,  for 
twenty  years.  The  government  did  not  make  itself  liable  for 
the  principal — only  for  the  interest  on  the  bonds.  Its  absolute 
liability  by  this  bill  equaled  about  $50,000,000.     Put,  in  the 

CASE   OF    NON-PAYMENT     OF   INTEREST    BY   THE    COMPANY,     THERE 
WAS  TO  BE   NO  FORECLOSURE,  AT  LEAST  TILL  THE  END  OF   TWENTY 

years.     The  language  of  the  Senate  bill  in  reference  thereto 
was  as  follows : 

"  On  the  payment  by  the  United  States  of  any  interest  on  the  bonds  so 
guaranteed  by  them,  the  proper  coupons  therefor,  or  other  evidence  of  such 
payment,  will  be  delivered  to  the  Secretary  of  the  Treasury,  who  shall  hold 
the  same  for  the  use  and  benefit  of  the  United  States  ;  and  such  interest,  and 
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the  interest  thereon  at  the  rate  of  sis  per  cent,  shall  also  remain  a  lien  on  all 
the  property  embraced  in  said  first  mortgage  in  favor  of  the  United  States. 

As  the  Senate  bill  did  not  become  a  law,  that  body  finally 
adopting  the  House  bill,  it  will  not  be  necessary  to  refer  to  the 
debates  upon  the  former.  They  were  full  and  elaborate,  and  of 
the  same  character  as  those  already  referred  to.  Both  the  de- 
bates and  the  bill,  however,  show  most  conclusively  the  con- 
struction put  by  the  Senate  upon  the  existing  one — that  the 
provision  for  the  interest  was  to  be  the  government  transporta- 
tion, and  the  excess  of  such  interest  over  such  transportation, 
the  five  per  cent  of  net  earnings,  was  not  to  be  paid  till  the 
principal  should  fall  due. 

The  House,  or  amended  bill  of  1862,  was  taken  up  in  the 
House  June  16th,  1861.  Its  provisions  were  stated  by  Mr. 
Stevens,  Chairman  of  the  Railroad  Committee,  to  be  as  fol- 
lows, (see  Co?ijressional  Globe,  38th  Congress,  page  3151 :) 

" "What  does  this  bill  propose?  It  does  propose  concessions  of  great  value 
to  the  railroad  company.  It  proposes  to  make  a  work  much  greater  than  if 
it  were  attempted  through  or  over  the  Alps.  (Referring  to  the  Mont*Cenis 
tunnel,  then  being;  undertaken  by  the  French  government.)  It  proposes  great 
concessions  for  the  road  to  work  under ;  for  under  the  old  bill  it  could 
not  work  at  all.  I  admit  that  the  committee  (reporting  the  bill)  did  know 
and  believe,  did  intend  by  this  bill,  that  the  government  should  aid  this  com- 
pany somewhat  more  than  by  the  old  bill,  or  it  would  be  idle  for  us  to  pass 
it.  The  original  bill  was  passed  here  after  a  great  struggle,  and  it  was  a 
mere  patchwork.  I  remember  the  struggle  well ;  the  bill,  as  passed,  had 
many  imperfection-,  and  the  company  could  not  work  under  it.  .  .  . 

"  The  company  now  ask  that  we  should  double  the  number  of  the  bonds, 
and  the  Senate  actually  passed  a  bill  guaranteeing  the  payment  of  interest 
in  coin  for  twenty  years  on  double  the  amount  of  bonds  which  the  United 
States  originally  p ranted.  Tour  committee  (which  reported  this  bill) 
came  at  once  to  the  determination  not  to  burden  the  nation,  at  this  time,  with 
any  further  liabilit  es  or  obligations.  They  said  to  the  company,  Take  the 
land  you  choose;  i;  is  worth  nothing  to  the  government ;  it  is  not  held  out 
for  sale ;  it  is  worth  nothing  except  it  becomes  populated,  and  as  you  popu- 
late it,  you  do  us  a  I  enefit :  do  not  ask  us  for  more  bonds.  We  will  take  off 
some  of  the  restrictions,  and  make  the  conditions  lighter,  so  as  to  enable  you 
to  go  on  with  the  work.  What  then  did  we  do  ?  We  agreed  to  take  off  the 
first  restriction — the  one-fourth  of  the  subsidy  reserved  in  the  old  bill,  until 
the  whole  road  was  finished.  We  agreed  also  to  double  the  amount  of  land. 
*  *  We  also  allowed  the  company  to  issue  its  own  bonds,  and  give  a  first 
mortgage ;  but  that  does  not  take  a  dollar  from  the  government  now.    It 
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does  not  weaken  the  government  in  carrying  on  the  war  and  defraying  its 
expenses.  The  only  doubt  is,  whether  this  road  will  bear  two  mortgages 
It  is  very  clear  that,  unless  the  second  mortgage  is  to  be  got  in  this  way,  the 
road  will  never  be  finished,  and  will  never  earn  a  dollar.  I  doubt  not  that, 
when  this  road  is  finished,  and  the  vast  travel  between  the  two  oceans  sets  in 
over  it ;  when  the  business  not  only  of  this  country,  but  the  commerce  of  the 
far  East  shall  be  brought  across  this  continent,  to  the  population  on  this  side 
of  the  Rocky  Mountains,  and  on  its  way  to  Europe,  as  it  will  be  the  only  short 
thoroughfare,  the  road  will  be  so  productive  as  not  only  to  pay  all  its  liabili- 
ties, but  to  make  its  stock  very  valuable.  Then,  sir,  I  say,  that  both  mort- 
gages will  be  fairly  paid  in  time,  and,  although  the  bonds  of  the  government 
may  be  postponed  to  the  others,  it  will  receive  vast  advantages  from  the  very 
fact  that  the  road  is  finished,  and  pours  the  wealth  of  California  into  its  cof- 
fers, besides  keeping  the  Union  as  it  now  is If  the  road  is  built,  there 

must  be  some  advantages  given.  ...  I  think,  under  all  circumstances,  we 
have  done  about  as  little  as  we  could  do,  if  any  thing  at  all  was  to  be  done  to 
enable  the  company  to  build  this  road.  I  have  no  hesitancy  in  saying  that 
the  whole  question,  whether  it  is  to  stop,  depends  altogether  upon  the  action 
of  the  House  upon  this  bill." 

The  House  bill  of  1862  was  taken  up  in  that  body  June  16th, 
1864.  Among  the  amendments  proposed  was  one  by  Mr. 
Ilolman,  of  Indiana.  (See  Congressional  Globe,  38th  Congress, 
page  3021.) 

"  That  said  road  shall  be  a  public  highway,  and  shall  transport  the  troops 
and  property  of  the  United  States ;  which  transportation  thereof  shall  be  re- 
quired free  of  toll  or  other  charge." 

Mr.  Ilolman  argued,  in  support  of  his  amendment,  that,  as 
government  was  to  pay  the  interest  on  its  bonds,  the  road 
should  be  required  to  do  its  business  without  charge.  Mr. 
Stevens,  who  was  the  leader  of  the  bill  in  the  House,  replied 
as  follows,  (see  Congressional  Globe,  38th  Congress,  page 
303 :) 

"  The  original  charter  provides  for  the  transportation  of  troops  and  muni- 
tions of  war.  The  transportation  was  to  be  charged  and  credited  on  the  in- 
terest that  the  government  may  pay  on  the  bonds.  The  work  was  not  to  be 
done  free  of  charge.  The  companies  were  allowed  to  charge  for  it,  and  the 
charge  was  to  be  credited  on  the  government  bonds.  ...  I  submit  whe- 
ther it  will  be  fair  to  alter  the  fundamental  condition  on  which  the  road  was 
established,  so  as  to  take  away  all  the  profits  of  the  road  from  the  govern- 
ment business.    After  the  road  is  built,  I  have  no  doubt  the  receipts  from  the 
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business  of  tbe  government  will  be  very  large  between  its  eastern  and  wes- 
tern empire.  It  will  go  very  far,  I  bave  no  doubt,  toward  paying  the  interest 
on  tbe  government  bonds.  I  hope  every  facility  will  be  given  by  the  govern- 
ment for  tbe  building  of  tbis  road,  and  least  of  all  tbat  it  will  not  violate  tbe 
charter  under  which  this  company  was  organized." 

Mr.  Holm  an,  in  reply : 

"  The  company  can  never  compensate  at  all  for  our  outlay,  except  in  the 
mode  which  I  have  indicated  in  my  amendment ;  tbat  is,  by  transporting  tbe 
property  and  troops  free  of  charge.  We  bave  no  other  benefit  at  all.  We  all 
talk  of  it  as  a  military  road.* 

Mr.  Steele : 

**  The  gentleman  (Mr.  Holman)  must  be  aware  tbat  for  every  dollar  the 
nation  invests  in  the  construction  of  this  road  it  will  receive  a  handsome 
return.  The  advantages  accruing  from  the  construction  of  this  road  will,  in 
a  few  years,  be  equivalent  to  a  thousand  dollars  for  one." 

"  This  is  a  great  public  work.  After  the  bill  was  passed  by  the  last  Con- 
gress, the  men  who  took  an  interest  in  it  sought  to  obtain  subscriptions  to  the 
stock.  Many  were  induced  to  subscribe  without  any  idea  of  ever  having  a 
valuable  investment  in  it.     They  did  it  as  a  matter  of  patriotism." 

After  a  long  debate,  the  character  of  which  is  fully  shown 
by  the  foregoing  extract,  Mr.  Holman's  amendment  was  re- 
jected. 

Mr.  Washburn,  of  Illinois,  said, 

"I  oppose  the  bill  on  tbe  ground  that  the  company  is  not  compelled,  in  con- 
sideration of  what  government  does  toward  the  building  of  the  road,  (and  it 
does  almost  every  thing  !)  to  carry  troops,  munitions  of  war,  supplies,  public 
stores,  etc.,  free  of  cbarge  or  toll,  but  is  to  be  charged  the  same  price  as  pri- 
vate companies.  .  .  .  We  have  donated,  as  I  have  already  stated,  millions 
upon  millions  of  acres  of  the  public  lands  for  this  purpose.  We  then  proposed 
to  give  our  bonds,  with  the  interest  thereon  to  the  amount  of  ninety-six  mil- 
lions of  dollars." 

Mr.  Price,  of  Iowa,  said,  in  reply,  (see  Congressional  Globe, 
p.  3154,  38th  Congress,) 

"I  do  not  believe  that  there  is  one  man  in  five  hundred  who  will  invest  his 
money,  and  engage  in  tbe  building  of  this  road,  as  the  law  now  stands ;  and 
we  must  bold  out  inducements  to  them  to  join  in  the  undertaking.  We  must 
grant  such  facilities  fbr  going  on  in  the  construction  of  the  road  as  may  be 
needed ;  that  is  all  we  bave  done  in  tbis  bill.  It  does  not  take  an  additional 
dollar  out  of  the  treasury  of  the  United  States." 
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After  a  prolonged  debate  of  the  same  character  as  that  indi- 
cated, the  bill  passed  by  a  vote  of  seventy  to  twenty-eight.  It 
was  too  late  in  the  session  for  the  House  bill  to  be  considered 
in  the  Senate  ;  the  latter  body  insisted  upon  its  own  bill.  A 
committee  of  conference  was  appointed,  which  adopted  sub- 
stantially the  House  bill,  which  finally  became  a  law  on  the 
2d  of  July,  1864. 

Such  is  a  brief  history  of  the-  two  acts  of  Congress  for  the 
construction  of  the  Pacific  Railroad.  There  are  two  modes  of 
determining  their  provisions  and  meaning.  The  first  is,  to 
take  the  words  used  in  their  plain  and  obvious  sense,  and  to 
assume  them  to  express  the  object  and  intent  of  Congress. 
This  mode  excludes  all  evidence  not  contained  in  the  acts 
themselves.  The  act  of  1862  is  entitled,  "An  act  to  aid  in 
the  construction  of  a  railroad  and  telegraph  line  from  the  Mis- 
souri River  to  the  Pacific  Ocean  ;  and  to  secure  to  the  govern- 
ment the  use  of  the  same  for  postal,  military,  and  other  pur- 
poses." Now,  postal  and  military  functions,  in  this  country, 
belong  exclusively  to  the  federal  government.  JN"o  individual 
or  company  can  exercise  them.  The  object  of  the  railroad  was 
to  aid  the  government  in  the  performance  of  its  legitimate  and 
imperative  duties  ;  the  company  was  required  to  give  the  former 
the  preference  in  the  use  of  the  road,  and  to  maintain  the  same 
for  the  transportation  at  all  times  of  mails,  troops,  munitions 
and  material  of  war.  This  obligation  onthe  part  of  the  com- 
pany was  an  ample  consideration  for  the  aid  extended  by  the 
government.  Congress  put  its  own  value  upon  the  advantages 
that  were  secured  to  it.  The  real  adequacy  or  mutuality  of  the 
consideration  could  never  have  been  determined  by  a  direct  cal- 
culation. The  rapidity  and  ease  with  which,  by  the  use  of  the 
railroad,  large  bodies  of  troops,  with  their  materiel,  could  be 
moved  to  distant  points,  might  well  have  been  regarded  by 
Congress  as  sufficient  compensation  for  the  part  it  undertook 
to  perform,  even  if  not  a  soldier  nor  a  pound  of  government 
freight  would  ever  be  moved  over  the  road.  Our  most  expen- 
sive forts  are  never  used.  They  are  provided  against  contin- 
gencies that  may  never  happen.  They  avert  the  very  danger 
against  which  they  are  constructed.     They  are  none  the  less 
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necessary  because  they  are  never  attacked.  So  with  the  Paci- 
fic Railroad.  It  is,  like  forts,  a  military  necessity.  It  is  an 
indispensable  arm  of  the  government.  It  may  never  be  used, 
as  such,  no  more  than  are  the  forts  that  guard  the  harbor  of 
New- York,  but,  like  those  forts,  it  must  always  be  maintained, 
and  ready  for  use.  It  saves  both  necessity  of  forts  and  arma- 
ments. To  use  the  language  of  Mr.  Phelps,  "  Without  the 
road,  an  armament  for  a  five  years'  war  would  have  to  be  main- 
tained on  the  Pacific  coast."  Congress  consequently  required 
the  company  to  maintain  the  road,  constantly,  for  the  move- 
ment of  troops  and  material  at  the  shortest  notice.  Was  it  not 
the  most  reasonable  thing  that  Congress  could  do,  to  expend  its 
money  on  a  work  that  would  render  forts  and  armaments  un- 
necessary. So  important  was  this  work  regarded  as  a  military 
arm,  that  its  maintenance  by  the  company  was  required  under 
penalty  of  its  forfeiture  to  the  government,  in  order  that  it 
might  be  maintained  by  it,  to  secure  the  object  for  which  it 
was  constructed.  Its  maintenance  by  the  company,  therefore, 
is  to  be  taken  as  ample  consideration  for  all  the  benefits  it  has 
received.  Adding  thereto  the  preference  to  be  given  in  the 
matter  of  transportation,  the  agreement  to  carry  at  reasonable 
rates  the  government  mails,  troops,  etc.,  etc.,  and  the  payment 
of  a  certain  stipulated  proportion  of  the  net  earnings,  the  ade- 
quacy of  the  consideration  on  the  part  of  the  company  must 
be  admitted  by  every  reasonable  mind. 

The  attorney -general  has  wholly  misconceived  the  ques- 
tion at  issue.  The  government  undertook  one  thing — to  pro- 
vide a  certain  amount  of  money  in  aid  of  the  construction  of 
the  railroad.  In  consideration  thereof,  the  company  under- 
took another,  and  an  entirely  different  thing — to  build  the 
road,  to  do  the  government  business  at  fair  rates,  to  give  it 
the  preference,  and  to  maintain  the  road  at  all  times  for 
government  use.  The  agreement  on  one  side,  in  short,  was 
to  pay  money ;  on  the  other,  to  perform  service.  After  the 
money  is  advanced  the  services  can  not  be  omitted  except  under 
penalty  of  forfeiture  of  the  road.  Their  value  can  not  be  com- 
puted m  money.  They  can  not  be  commuted  by  payment  of 
money.     Is  the  company  to  perform  the  stipulated  services  and 
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pay  the  interest  on  the  bonds  at  the  same  time?  Is  it  to  bo 
subjected  to  two  penalties  instead  of  one — to  have  the  mort- 
gage foreclosed  for  non-payment  of  interest,  and  forfeited  for 
non-performance  of  the  stipulated  services  ?  If  the  company 
is  to  be  credited  with  the  cost  of  maintenance  of  the  road  for 
government,  how  is  the  proportion  of  the  cost  chargeable  to 
government  to  be  ascertained  ?  Where  is  the  tribunal  to 
make  the  division?  "We  should  like  to  see  the  attorney- 
general  adjust  this  question  of  general  average.  The  assump- 
tion that  the  company  is  to  maintain  the  road  and  pay  the  in- 
terest, is  really  too  ridiculous  to  be  combatted.  They  carry 
on  their  face  their  own  refutation.  There  can  be  no  solution 
of  such  questions  as  these  but  by  reference  to  the  plain  and 
obvious  meaning  of  the  act.  The  moment  they  are  raised 
both  government  and  the  company  are  wholly  afloat — are 
thrown  into  inextricable  confusion.  The  act  has  adjusted  and 
settled  all  those  questions  plainly  and  equitably.  There  can 
be  no  doubt  as  to  its  meaning.  There  never  was  a  doubt  till 
it  was  raised  by  the  attorney-general  himself. 

The  second  mode  of  construing  the  bill  is  to  go  outside  of  its 
language  and  to  gather  its  meaniog  from  the  arguments  and  de- 
clarations made  use  of  on  its  passage.  These  were  drawn  from 
the  condition  of  the  country  at  the  time ;  the  necessity  of  the 
road  as  a  military  arm  of  the  government ;  the  saving  that  would 
be  effected  in  government  transportation;  the  influence  it 
would  exert  in  promoting  the  settlement  of  immense  areas  of 
our  wide  domain;  the  stimulus  it  would  give  to  the  commerce 
of  the  country  by  opening  up  a  communication  to  the  Pacific 
coast ;  its  social  necessity ;  the  importance  of  securing  indi- 
vidual capital  and  enterprise  in  its  construction,  and  the  terms 
upon  which  such  capital  and  enterprise  could  be  secured.  Now 
the  attorn ey-general  goes  outside  of  the  act  for  the  evi- 
dence upon  which  he  bases  his  argument ;  or,  rather,  he  does 
not  go  inside  of  it  for  any  thing.  He  says,  "  When  we  look  at 
the  whole  matter  and  see  how  much  the  government  does  for 
the  company,  and  how  little  the  company  is  required  in  return 
to  do  for  the  government,  we  must  conclude  that  the  govern- 
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ment  and  the  company  are  substantially  in  relation  of  donor 
and  donee.  .  ..  ,.  I  iegard  the  Union  Pacific  Railroad  Com- 
pany as  substantially  an  act  of  bounty  on  the  part  of  the  go- 
vernment, and,  consequently,  that  as  soon  as  the 
government  pays  money  for  the  company,  the  company  is 
bound  to  reimburse  the  government."  These  extracts  state 
his  whole  argument.  He  regards  "  the  Union  Pacific 
Railroad  as  a  bounty  of  the  government."  What  are  the 
facts  ?  Upon  what  are  his  regards  based  ?  Upon  the  little 
that  the  company  does  for  the  government,  in  comparison 
with  what  the  government  does  for  the  company  Has  he 
made  a  computation  of  the  reciprocal  doings  on  either  side  % 
Where  is  his  evidence  to  show  the  much  on  the  one  side 
and  the  little  on  the  other  ?  It  must  be  outside  the  act. 
Why  did  he  not  state  what  the  evidence  was?  The  at- 
torney-general, though  basing  his  argument  on  the  equities 
of  the  case,  knows  nothing  of  the  case  or  of  its  equities.  His 
decision  is  as  incoherent  and  absurd  as  is  his  argument.  Both 
indicate  an  utter,  ignorance  of  the  reasons  of  the  act,  as  well  as 
the  act  itself,  and  both  are  childish  and  puerile  to  the  last  de- 
gree. 

What  is  the  outside  evidence  ?     We  will  recapitulate  it  as 
stated  by  members  of  Congress  themselves  : 

Mr.  Sargent,  (of  the  House  :) 

"  Tliis  work  is  a  military  necessity,  and  as  properly  the  subject  of  legisla- 
tion as  forts  and  sea-board  defenses.  We  must  have  an  accumulation  (on  the 
Pacific)  of  ordnance,  ammunition,  and  materiel  of  war  sufficient  to  maintain 
a  five  years'  war,  or  we  must  have  a  railroad  connecting  the  Atlantic  States 
with  those  of  the  Pacific."  (Page  10.)  "  If  (foreign)  war  should  occur,  the 
cost  of  keeping  our  Pacific  possessions  without  the  road  would  be  treble  the  cost 
of  the  latter."  (Page  11.)  "  The  interest  on  the  bonds  to  be  issued  will  be 
less  than  $4,000,000  ;  our  yearly  expenses  for  mails  and  transportation  are 
over  $6,000,000  annually.  The  saving  will  be  $2,000,000  annually."  (Page  11.) 

Mr.  Campbell : 

"  The  road  is  a  necessity  to  the  government."  (Page  16.)  "  I  have  shown 
that  the  army  and  navy  transportation,  and  postal  service  to  the  Pacific  coast, 
cost  the  government  $7,357,781  annually.  The  aggregate  interest,  when 
all  the  bonds  shall  be  issued,  will  amount  to  $3,892,080.  Take,  then,  the 
annual  interest  from  the  annual  expenditure,  and  we  have  left  a  sinking  fund 
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come  due."  (Page  16.)  "  If  capitalists  will  come  forward  and  advance  one 
half  of  the  amount  necessary  for  this  great  enterprise,  the  government  is  do- 
ing but  little  in  aiding  the  company  to  the  extent  of  the  other  half."  (Page 
16.)  "  The  bill  is  based  on  the  supposition  that  the  transportation  of  govern- 
ment supplies  over  the  road  will  equal,  if  not  greatly  exceed,  the  interest  on 
the  bonds  from  year  to  year."    (Page  23.) 

Mr.  Phelps  : 

"  We  must  have  a  railroad  across  the  continent  by  which  troops  and  mu- 
nitions of  war  can  be  rapidly  transported  to  that  coast,  or  we  must  maintain  a 
sufficient  force  there  in  time  of  peace  to  meet  the  exigencies  of  war.  To  keep 
a  standing  army  on  that  coast  necessary  for  its  protection,  for  a  few  years 
only,  would  equal  the  entire  cost  of  a  first-class  railroad  from  the  Mississippi 
to  San  Francisco.  We  must  elect  between  the  alternative  of  a  large  standing 
army  on  the  Pacific,  or  that  of  supplying  the  means  of  transporting  an  army 
there,  in  case  of  an  emergency."     (Page  18.) 

Mr.  Kelley: 

"  The  expense  of  land  transportation  alone  of  the  annual  supplies  of  such 
an  army  as  it  would  be  necessary  to  maintain  there  (on  the  Pacific  coast)  in  the 
event  of  war,  and  in  case  our  communications  were  cut  off  by  sea,  would  ex- 
ceed $20,000,000  annually.  In  point  of  fact,  however,  supplies  for  such  an 
army  could  not  be  transported  across  the  continent,"  (without  a  railroad.) 
(Page  20.)  "  Is  it  necessary  that  we  should  maintain  the  integrity  of  the 
country  ?  If  it  is,  then  we  must  provide  the  means  of  knitting  it  together." 
(Page  20.) 

Mr.  White: 

"  This  road  is  to  be  the  highway  of  the  nation.  I  think  that  this  (aid) 
will  turn  out  a  mere  bonus  to  the  Pacific  Railroad,  as  it  ought  to  be." 
(Page  23.) 

Mr.  Stevens : 

"  The  bill  proposes  concessions  of  great  value  to  the  company  ;  for  under 
the  old  bill  the  company  could  not  work  at  all.  The  committee  reporting 
the  bill  intended  that  government  should  aid  the  company  somewhat  more 
than  by  the  old  bill,  or  it  would  be  idle  for  us  to  pass  this.  We  have  done  as 
little  as  we  could  do,  if  any  thing  at  all  was  to  be  done  to  enable  the  company 
to  build  the  road."     (Page  40.) 

Mr.  Price : 

"  I  do  not  believe  there  is  one  man  in  five  hundred  who  will  invest  his  mo- 
ney in  building  the  road  as  it  now  stands.  We  must  grant  such  facilities  for 
going  on  in  the  construction  of  the  road  as  may  be  needed."     (Page  42.) 
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Mr.  Latham,  (of  the  Senate  :) 

"  The  annual  cost  in  time  of  peace  of  the  transportation  of  troops  and  mu- 
nitions of  war  may  be  set  down  in  round  numbers  at  $7,30©,000.  The  inte- 
rest on  the  loan  will  be  $3,900,000.  The  net  saving  will  be  $3,400,000  an. 
nually,  showing  beyond  controversy  that  the  government  will  not  have  to 
pay  a  dime  on  account  of  the  work."     (Page  26.) 

Mr.  Wilson  : 

"  I  would  sink  $100,000,000  to  build  this  road,  and  do  it  most  cheerfully." 
(Page  26.)  "  I  do  not  \pant  to  put  any  thing  in  the  bill  that  shall  prevent 
men  putting  their  money  into  this  road.  I  do  not  expect  any  of  our  money 
back."  (Page  28.)  "  You  provide  in  the  bill  that  the  road  shall  do  certain 
work  for  the  government  by  way  of  payment — carry  the  mails,  munitions  of 
war,  etc.  Now,"  (referring  to  Mr.  Collamer's  amendment,)  "  you  strike  out 
these  provisions,"  (that  the  government  should  pay  for  its  transportation,) 
"  and  make  it  absolute  that,  if  the  road  can  not  redeem  its  bonds,  it  is  to  be 
forfeited,  and  the  government  takes  possession.  There  is  not  a  man  in  Ame- 
rica that  will  put  a  dollar  into  the  road  under  these  circumstances."  (Page  31.) 

Mr.  McDougall  : 

"  Let  me  say  that  if  this  road  is  to  be  built  not  merely  by  money  advanced 
by  government,  but  by  money  out  of  the  pockets  of  individuals,  why  should 
government  draw  from  the  pockets  of  private  citizens  $50,000,000  to  be  em. 
barked  in  an  enterprise  that  will  have  no  net  proceeds — that  will  pay  not  a 
cent  of  dividends  ?  The  interest  on  the  bonds  can  at  no  time  equal  the  ser- 
vices to  be  rendered  by  the  road.  The  government  really  requires  no  service 
except  compliance  on  the  part  of  the  company  with  the  contract  made.  It 
was  not  intended  that  there  should  be  a  j  udgment  for  foreclosure  and  sale  of 
this  road  on  failure  to  pay.  The  failure  to  perform  the  contract  for  services 
was  another  thing.  The  penalty  for  this  is  forfeiture  of  the  road.  It  is  the 
business  of  the  government  to  pay  the  interest,  because  we  furnish  the  trans- 
portation."    (Page  34.) 

Such  were  the  arguments  in  favor  of  the  bill.  They  were 
repeated  with  equal  force,  over  and  over  again,  by  its  advo- 
cates in  either  house.  In  both,  the  question  of  payment  of  in- 
terest was  squarely  presented  and  met — in  the  House,  on  Mr. 
White's  amendment  that  the  company  should  pay  the  interest 
on  the  bonds  as  it  accrued ;  and  in  the  Senate,  on  Mr.  Col- 
lamer's motion  to  strike  out  the  clause  providing  for  the  pay- 
ments to  be  made  "  as  hereinafter  provided."  In  the  debates 
that  followed  both  of  these  propositions,  it  was  claimed  that  the 
government,  not  the  company,  was  to  pay  the  accruing  inte- 
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rest,  in  consideration  of  the  advantages  it  was  to  derive  from 
the  construction  of  the  road,  and  in  both  houses  the  proposi- 
tions were  voted  down  expressly  on  these  grounds. 

In  opposition  to  the  bill  it  was  argued,  not  that  government 
was  not  to  pay  the  interest,  but  that  the  appropriation  was  in- 
opportune ;  that  the  road  must  prove  unproductive,  and  that 
the  whole  investment  in  it  would  be  lost. 

Mr.  Morrill,  of  the  House,  in  opposition,  said : 

"  Tliere  is  not  a  capitalist  that  will  invest  a  dollar  in  it,  if  he  is  responsible 
for  its  construction.  If  the  road  were  built  to-day,  therefore,  and  given  to  the 
United  States,  the  United  States  are  not  in  a  condition  to  accept  it,  even  as  a 
gift,  if  compelled  to  run  it."    (Page  21.) 

Mr.  Pike : 

"  I  ash,  where  is  the  great  interest  in  this  country  that  is  to  furnish  $75,000,- 
000  ?  Can  any  gentleman  tell  me  ?  There  is  no  travel  to  the  Pacific  coast  to 
justify  it."     (Page  22.) 

Mr.  Holman : 

"  The  company  can  never  compensate  for  our  outlay,  except  in  the  mode  I 
have  indicated  in  my  amendment ;  that  is,  by  the  transportation  of  persons 
and  property.    We  have  no  other  benefit  at  all."    (Page  41.) 

Mr.  Collamer : 

"  The  only  provision  for  payment  is  setting  apart  five  per  cent  of  the  net 
proceeds,  and  the  transportation  of  the  government  troops  and  mails."  (Page 
30.) 

Mr.  "Washburn : 

"  I  oppose  the  bill  on  the  ground  that  the  company  is  not  compelled,  in  con- 
sideration of  what  the  government  does  toward  building  the  road,  to  carry 
troops,  munitions  of  war,  etc.,  free  of  charge  or  toll,  but  is  to  be  charged 
the  same  price  as  private  companies."    (Page  42.) 

What  was  the  construction  put  upon  the  act  by  the  com- 
pany, and  what  was  its  action  under  it  ?  It  declared  the 
road  to  be  a  government  necessity,  to  be  carried  forward  by 
government  aid,  that  the  provisions  made  in  the  original  act 
were  entirely  inadequate  to  the  undertaking.  A  committee- 
was  appointed  to  obtain  such  further  aid.    This  was  granted,, 
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as  Mr.  Stevens  said,  as  the  only  condition  on  which  the  work 
could  go  forward.  The  most  important  of  these  concessions  was 
allowing  the  company  to  retain  one  half  of  the  transportation 
charges,  and  the  preference  to  be  given  to  its  own  mortgage. 
The  government  throughout  stood  precisely  in  this  position  : 
"  "We  must  have  the  road,  cost  what  it  may.  Upon  what 
terms  will  capitalists  come  forward  and  build  it  ?"  The  com- 
pany named  the  terms,  government  accepted  them ;  the  work 
then  went  forward  to  completion ;  and  every  one  knows  how 
rapidly. 

How  do  the  same  parties  now  stand?  Government  has 
the  use  of  the  road,  and  saves,  yearly,  more  than  twice  the  in- 
terest on  its  bonds.  It  is  receiving  at  least  twelve  per  cent, 
annually,  on  its  entire  investment.  What  has  the  company  got 
so  far  %  Nothing ;  nor  is  it  likely  to  receive  any  thing  at  pre- 
sent. The  road  has  cost  a  great  deal  more  than  was  antici- 
pated Other  securities  have  been  issued  to  provide  more 
means.  The  profit  to  the  company  is  in  the  value  of  its  stock. 
This  is  not^likely,  according  to  present  appearances,  to  be 
immediately  valuable.  Taking,  therefore,  all  the  facts  of  the 
case  into  consideration,  we  ask,  Is  it  not  incredible  that  the 
company  should  have  done  so  much  for  the  government,  and 
the  government  so  little  for. the  company;  and  if  the  relation 
of  donor  and  donee  exists,  whether  the  company  is  not  the 
donor  and  the  government  the  donee,  and  whether  the  exact 
reverse  is  not  true  of  every  position  taken  by  the  attorney- 
general  ? 

Again,  the  amended  bill  provides  that  the  government,  in- 
stead of  crediting  the  whole  amount  of  transportation  charges 
on  account  of  the  interest  and  principal  of  the  bonds,  was  to 
pay  over  one  half  of  the  same  to  the  company.  This  was  a 
provision  inserted  in  the  amended  bill  for  the  benefit  of  the 
company,  Now,  if  it  was  to  pay  the  interest,  as  it  fell  due,  no 
benefit  was  secured  by  this  provision,  as  the  company  would 
be  compelled  to  pay  the  sum  immediately  back  to  the  govern- 
ment, to  be  credited  on  account  of  interest.  Is  it  credible  that 
any  such  a  clause  would  have  been  inserted,  if  it  were  intend- 
ed that  the  company  was  to  pay  the  interest  ?     Such  kind  of 
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legislation  is  impossible  by  sane  minds,  and  such  a  construc- 
tion of  the  statute  would  not  be  entertained,  for  a  moment,  in 
any  circumlocution  office  in  the  world,  always  excepting  that 
of  the  attorney-general. 

The  saving  to  the  government  from  the  construction  of  the 
road  has  been  far  greater  than  was  ever  anticipated.  Previous 
to  its  construction,  the  government  transportation  on  a  peace 
footing,  over  the  line  of  the  proposed  road,  exceeded  $7,000,000 
annually  The  railroad  has  reduced  this  sum  to  an  amount 
almost  nominal.  The  saving  effected  measures  the  value  to 
government  of  the  road.  The  less  the  charges  of  transportation 
by  it,  the  greater  such  value.  Like  a  fort,  it  averts  all  danger  or 
apprehension  of  attack,  by  the  ease  with  which,  by  its  use, 
such  attack  could  be  repelled.  The  road,  in  this  way,  saves 
the  necessity  of  maintaining  great  armaments  in  the  interior 
and  on  the  Pacific  coast — armaments  that,  but  for  the  road, 
would  undoubtedly  be  now  costing  $10,000,000,  yearly.  The 
cost  of  transportation  by  wagons  over  the  plains  is  fifteen 
times  greater  than  by  the  railroad.  This  fact  tells  the  whole 
story.  In  the  matter  of  the  transportation  of  mails,  it  was 
impos-ible, '  without  the  road,  for  the  government  to  perform, 
at  any  cost  whatever,  the  services  it  now  receives.  The 
mails  are  now  transported  in  four  days  from  the  Missouri 
Hiver  to  the  Pacific  Ocean.  Before  the  road  was  built,  the 
time  required  was  twenty  days,  and  only  a,  very  small  amount 
of  matter  could  be  taken  at  that.  The  old  overland  wagon 
route,  too,  was  liable  to  constant  interruptions  from  hostile 
tribes  of  Indians,  and  from  frequent  storms  in  the  mountains. 

The  saving  to  government  by  the  construction  and  use  of 
the  Pacific  railroads  measures,  unfortunately,  their  loss.  Could 
they  have  charged  government  the  old  wagon  prices,  they 
would  have  paid  the  government  bonds — principal  and  in- 
terest— long  before  they  fell  due.  As  it  is,  a  large  amount 
of  interest  will  now  have  to  be  added  to  the  principal,  upon 
the  payment  of  the  latter.  The  stronger,  therefore,  the  ap- 
parent case  for  the  government  upon  the  smallness  of  the 
charges  against  it  for  transportation,  the  stronger  really  the 
case  for  the  railroad  companies.     It  is  not  now  proposed? 


go  into  tills  matter  to  see  what  these  charges  amount  to.     It 


to 


would  certainly  have  been  a  grave  cause  of  complaint  if  the 
railroads  had  not  effected  an  immense  redaction  in  the  cost 
of  the  government  service.  The  reduction  that  has  been  ef- 
fected shows  that  they  have  proved  of  far  greater  value  than 
was  ever  anticipated. 

The  commercial  or  economical  advantages  that  have  re- 
sulted from  the  construction  of  this  great  work,  after  all,  con- 
stitute its  greatest  claim  to  favor.  The  commerce  of  the  United 
States  is  the  creation  of  railroads.  The  advantage  derived 
from  the  construction  of  any  road  may,  m  part  at  least,  be 
easily  stated.  Our  railroads  transport,  on  an  average,  1500 
tons  to  the  mile  of  line.  This  tonnage  is  worth  $150  per  ton. 
The  construction  of  a  railroad  of  100  miles  in  length  creates 
a  tonnage  having  a  value  of  $22,500,000.  There  are  in  round 
numbers  50,000  miles  of  railroad  in  the  United  States.  Their 
annual  tonnage  equals  75,000,000  tons,  naving  a  value  of 
$11,250,000,000.  At  the  same  rate  the  tonnage  of  the  Pacific 
Railroad  and  its  branches,  (the  total  mileage  being  2100  miles,) 
is  3,600,000  tons,  the  value  of  which  is  $510,000,000.  Such  is 
the  contribution  which  this  road  makes  yearly  to  the  commerce 
of  the  country.  Such  a  result  is  a  part  of  the  advantages 
which  were  anticipated  from  the  construction  of  this  road,  and 
was  one  of  the  inducements  to  its  construction,  and  has  un- 
doubtedly compensated,  five-fold,  the  nation  for  any  aid  it 
may  have  extended  to  it. 

But  this  statement  by  no  means  covers  the  whole  ground. 
In  addition  to  the  2100  miles  which  make  up  the  Pacific  rail- 
roads, these  works  have  been  directly  instrumental  in  the  con- 
struction of  5000  miles  of  line  which,  but  for  the  former,  would 
not  have  been  built.  When  the  Pacific  Pailroad  was  fairly  com- 
menced, in  the  latter  part  of  1861,  there  were  in  the  States 
and  territories  of  Minnesota,  Iowa,  Missouri,  Nebraska,  Kan- 
sas, Colorado,  "Wyoming,  Utah,  Nevada,  and  California,  2105 
miles  of  railroad.  On.  the  1st  day  of  January,.  1S71,  there 
were  10,567  miles ! 

The  following  statement  will  show  the  population  in  1860 
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and  in  1870  of  the  States  and  territories  lying  west  of  the  Mis- 
souri river  traversed  by  the  Pacific  Railroad  or  its  branches; 
the  number  of  miles  of  railroad  in  these  States  and  territories 
on  the  first  day  of  January,  1861 ;  on  the  first  day  of  January, 
1865 ,  and  on  the  first  day  of  January,  1871. 

I860. 
Population. 

Missouri 1,182,012 

Iowa 674,913 

Minnesota .  172,023 

Nebraska 28,841 

Kansas 107,206 

Colorado 24,277 

Utah 40,273 

Wyoming .... 

Nevada 6,857 

California 379,994 


I860. 

1865. 

1871. 

1870. 

Miles  of 

Miles  of 

Miles  of 

Population. 

Railroad. 

Railroad. 

Road. 

1,715,000 

933 

925 

2140 

1,191,802 

711 

891 

2550 

465,511 

213 

972 

123,000 

. , 

122 

588 

362,871 

. . 

40 

1510 

39,708 

. . 

368 

86,786 

. . 

364 

9,118 

492 

43,491 

593 

560,285 

23 

214 

999 

2,616,39G  4,597,570  1,667  2,405        10,576 

The  increased  mileage  of  railroad  in  these  States  and  territo- 
ries in  ten  years  has  been  9000  miles ;  in  six  years  it  has  been 
8171  miles.  Deducting  that  of  the  Pacific  Kailroad,  construct- 
ed in  the  mean  time,  the  increase  has  been  5977  miles.  Oi 
this  mileage,  the  construction  of  more  than  two  thirds,  or  say 
4000  miles,  has  been  directly  and  wholly  due  to  the  construc- 
tion of  the  Pacific  Railroad.  The  moment  it  was  seen  that 
these  works  were  to  be  carried  through,  all  the  States  west  oi 
the  Missouri  immediately  commenced  the  construction  of  rail- 
roads for  the  purpose  of  forming  connections  with  them  or 
their  branch  lines.  The  vast  system  of  railroads  in  the  interior 
was  carried  three  hundred  miles  further  west  within  five  years 
after  the  construction  of  the  Pacific  road.  The  tonnage 
of  the  roads  whose  construction  was  due  to  the  Pacific  lines, 
at  the  average  of  the  whole  country,  would  equal  6,000,000 
tons.  Suppose  their  tonnage  to  equal,  at  present,  only  half  this 
average,  or  3,000,000  tons,  its  value  then  would  be  $550,000- 
0Q0  annually.  But  the^tonnage  of  these  roads  will  speedily 
equal  the  average  for  the  whole  country.  Its  value  will  then 
equal  more  than  $1,000,000,000  annually. 

Put  even  this  by  no  means  states  the  whole  case.    The  in- 
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crease  of  population  of  the  States  and  territories  named  has 
within  ten  years  been  2,000,000.  More  than  one  half  of  this 
increase  has  been  due  to  the  construction  of  railroads.  There 
can  be  no  doubt  that  the  population  of  the  United  States  is 
fully  1,000,000  greater  than  it  would  have  been,  had  not  the 
Pacific  railroads  been  constructed.  These  works,  with  the  4000 
miles  which  they  have  been  instrumental  in  building,  have  at- 
tracted vast  numbers  to  our  shores.  The  home  population  at 
the  same  time  increases,  as  a  rule,  in  direct  ratio  to  the  oppor- 
tunities for  labor  and  means  of  subsistence  that  are  supplied. 
Now,  the  rate  of  taxes  paid  by  our  whole  population  averages 
$10  per  head.  The  addition  to  the  public  revenues  due  to  the 
Pacific  Railroad,  consequently  equals  $10,000,000  annually,  a 
sum  largely  exceeding  the  whole  amount  of  interest  on  the 
government  bonds. 

It  is  hardly  possible  to  estimate,  sufficiently  highly,  the 
value  of  a  railroad  which  spans  the  continent,  opens  up  the 
mineral  wealth  of  the  interior,  and  brings  us  face  to  face,  and 
into  commercial  relations,  with  four  hundred  millions  of  people 
in  the  old  world.  We  can  not  fully  appreciate  the  immense 
commercial  advantages  that  the  Pacific  Railroad  has  secured  to 
the  nation.  Suffice  to  say  that  the  latter  is  already  more  than 
compensated  for  all  the  advances  it  has  made,  even  if  not  a 
dollar  either  of  principal  or  interest  of  the  amount  advanced 
should  be  returned.  These  advantages  exceed  many-fold  all 
that  the  most  enthusiastic  advocates  dared  to  predict  or  hope. 
The  nation  has  been  compensated  most  amply  for  the  aid  it 
has  extended,  and  should  now  extend  the  most  liberal  policy 
to  the  companies  that  have  done  so  much  for  it. 

The  early  settlements  in  this  country  necessarily  followed 
the  lines  of  its  navigable  water-courses.  Where  these  did  not 
exist,  settlements  were  impossible,  or  rather  where  made,  were 
of  no  commercial  importance.  Who  can  estimate  the  value 
and  influence  of  the  Great  Lakes  and  the  Mississippi  River  in 
the  progress  and  development  of  this  country?  They  have 
changed  its  whole  face  and  destiny.  But  what  was  to  be  done 
where  no  such  natural  highways  existed  \     One  half  the  conti- 
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nent  13  without  tliera.  "Was  it  to  remain  forever  a  desert '? 
"Was  it  not  the  duty  of  the  government  to  correct  the  over- 
sight of  nature,  and  provide  artificial  highways  where  no  na- 
tural ones  existed  %  Can  ihere  be  a  doubt  of  this  ?  From  the 
Missouri  River  to  the  Bay  of  San  Francisco,  a  distance  of 
nearly  2000  miles,  the  vast  region,  including  more  than  one 
half  the  breadth  of  the  continent,  is  inaccessible  except  by 
means  of  railroads.  It  has  been  made  accessible  by  the  Paci- 
fic roads,  constructed  by  the  aid  of  the  government,  precisely 
upon  the  theory  stated.  "What  has  been  gained  by  such  a  step  ? 
More  than  400,000  square  miles,  heretofore  inaccessible,  have 
been  opened  up  to  settlement  and  commerce.  "Who  can  esti- 
mate the  future  value  of  this  vast  region,  for  we  have  a  right 
to  assume  that  any  lack  of  agricultural  resources  will  be  fully 
compensated  by  its  mineral  wealth.  There  is  already  abun- 
dant evidence  that  such  will  be  the  case.  No  estimate  can  be 
put  upon  its  value,  no  more  than  the  value  of  the  railroads  of 
the  West  could  have  been  estimated  twenty  years  ago. 

It  is  precisely  in  such  case  as  the  present  that  it  is  the  duty  of 
the  government  to  interpose.  The  territory  in  question  could 
not  be  reached  over  natural  highways.  The  pioneer  could  not 
construct  artificial  ones.  The  capitalist  would  not.  The  na- 
tion can  not  afford  to  allow  vast  acres  of  its  territory  to  lie 
waste,  simply  for  the  want  of  means  of  access  to  it ;  and  when 
all  equally  share  the  benefits,  all  should  equally  bear  the  bur- 
den. Government  in  fact  could  well  have  afforded  to  build 
every  mile  of  railroad  in  operation  in  the  United  States,  if  they 
could  have  been  constructed  in  no  other  way,  even  without  the 
expectation  of  the  return  of  a  single  dollar  in  dividends.  The 
value  of  the  commerce  of  these  roads  exceeds  $10,000,000,000 
annually.  It  has  been  relieved  of  this  task,  fortunately,  by 
private  enterprise  and  capital.  But  private  enterprise  and 
capital  can  not  go  beyond  a  settled  country.  Where  it  can  not 
and  will  not  go,  there  the  duty  of  the  government  begins.  In 
the  present  case,  the  Government  has  only  performed  a  duty — 
a  duty  which  will  always  rest  upon  it,  to  leave  no  extensive 
portion  of  territory  owned  by  it  without  the  proper  means 
of  access. 
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SAN   FRANCISCO: 

CROCKER  &  CO.,  STATIONERS  AND  PRINTERS,  401  and  403  SANSOME  STREET. 

1878. 


To  the  Board  of  Directors  of  the 

Central  Pacific  Railroad  Company 


Gentlemen : 

The  undersigned,  to  whom  was  referred,  for  examina- 
tion, the  letter  of  C.  P.  Huntington,  Vice-President  of 
the  Company,  of  the  27th  of  December,  1877,  to  Mark 
Hopkins,  Treasurer  of  the  Company,  in  relation  to  the 
present  status  of  certain  negotiations  which  for  three 
years  have  been  pending,  and  are  still  pending,  between 
the  Congress  of  the  United  States  and  the  Company, 
looking  to  the  establishment,  in  the  Treasury  of  the 
United  States,  of  a  sinking  fund,  to  be  created  and  fed 
by  the  Company,  for  the  purpose  of  providing  and 
securing  to  the  Government  of  the  United  States,  money, 
with  its  accumulations,  sufficient  to  re-imburse  whatever 
moneys  may  or  shall  have  been  expended  by  it  in  the 
payment  of  bonds  issued  by  it  to  the  Company  under 
the  provisions  of  the  fifth  section  of  the  Pacific  Railroad 
Act  of  1862,  and  suggesting  that  it  is  not  probable  that 
said  negotiations  will  terminate  in  any  measure  which 
will  be  acceptable  to  the  Company,  and  suggesting 
further,  that  the  Company  had  better  abandon  all  hope 
of  obtaining  from  Congress  what  this  Company  can 
consider  any  fair  and  just  adjustment  of  the  controversy 
between  it  and  the  Government  of  the  United  States, 
and  proceed  at  once  to  establish,  in  its  own  way,  a 
sinking  fund,  which,  with  its  accumulations,  will  be 
sufficient  to  meet  and  discharge,  when  the  same  shall 
fall  due,  all  the  obligations  of  the  Company  to  the 
Government  of  the  United  States,  on  account  of  said 
bonds,  begs  leave  to  report  as  follows  : 
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It  is  believed  that  the  extraordinary  views  entertained 
by  certain  members  of  the  Government  of  the  United 
States  in  relation  to  the  obligations  of  this  Company, 
upon  the  one  hand,  and  the  powers  of  Congress,  upon 
the  other  hand,  arising  out  of  the  passage  of  the  Pacific 
Railroad  Act  of  1862,  and  the  Act  of  1864,  amendatory 
thereof,  and  the  acceptance  by  this  Company  of  the 
benefits  and  burdens  thereby  tendered  and  imposed, 
justifies  the  undersigned  in  recalling  to  your  minds  the 
policy  which  led  to  the  passage  of  said  Acts,  and  the 
acceptance  thereof  of  this  Company ;  the  true  legal  and 
equitable  nature  of  the  relation  thereby  created  between 
the  Government  of  the  United  States  and  this  Company; 
the  manner  in  which  this  Company  has,  so  far,  performed 
its  part  of  the  contract  thereby  created,  and  the  benefits 
which  have  accrued  to  the  Government  from  such  per- 
formance ;  the  manner  in  which  the  Government  has,  so 
far,  performed  its  part  of  the  contract,  and  the  extraor- 
dinary powers  claimed  for  Congress,  under  the  contract, 
by  certain  members  of  the  Government  of  the  United 
States.  A  careful  consideration  of  these  topics,  it  is 
believed,  will  enable  you  to  determine,  in  a  satisfactory 
manner,  the  course  which  this  Company  ought  to  pursue 
in  relation  to  the  question  under  consideration. 

POLICY     OF      THE      GOVERNMENT      IN      PASSING     PACIFIC 
RAILROAD   ACTS. 

For  at  least  .fifteen  years  prior  to  the  passage  of  the 
Pacific  Railroad  Act  of  1862,  the  necessity  and  expedi- 
ency of  constructing  a  railroad  across  the  continent  was 
a  subject  of  thought  and  discussion  with  the  public  men 
of  the  country.  The  legislative  bodies  of  many  of  the 
States  of  the  Union  had  resolved  in  favor  of  such  a 
road  prior  to  1850.  Upon  the  cession  of  California  to 
the  United  States,  the  question  assumed  a  greater  im- 
portance. In  this  State  and  on  this  Coast  there  was  but 
one  opinion  upon  the  subject.     In  regard  to  a   trans- 


continental  railroad  all  political  parties  were  agreed,  and, 
from  the  admission  of  the  State  into  the  Union  until 
the  passage  of  the  Act  providing  for  its  construction,  "  a 
Pacific  Railroad"  was  the  shibboleth  of  each.  In  1852 
the  Legislature  of  the  State  passed  an  Act  by  which  a 
right  of  way  through  the  State  for  such  a  road  was 
granted  to  the  United  States.  The  preamble  recited  that 
the  road  was  needed  "  for  the  purposes  of  national  safety 
in  the  event  of  a  war,  and  to  promote  the  highest  com- 
mercial interests  of  the  republic." 

When  the  civil  war  broke  out  the  question  assumed 
still  greater  importance.  In  the  throes  of  revolution 
there  was  danger  to  the  integrity  of  the  Union.  The 
Pacific  States  and  Territories  might  attempt  to  separate, 
and  erect  themselves  into  an  independent  power,  which 
would  control  the  commerce  of  the  Pacific  Ocean — a 
commerce  of  vital  importance  to  the  United  States. 

In  addition,  there  was  a  vast  territory  lying  between 
the  Missouri  and  Sacramento  rivers,  possessing  great 
agricultural  and  mineral  resources.  To  develop  these 
resources  would  add  greatly  to  the  general  wealth,  pros- 
perity and  power  of  the  nation.  This  territory  was  in 
the  possession  of  Indians,  who  were  a  constant  source  of 
border  wars,  necessitating  the  maintenance  among  them 
of  military  posts  at  a  great  expense  to  the  Government. 
To  bind  the  Pacific  to  the  Atlantic  Coast,  and  thereby 
make  sure  the  integrity  of  the  Union ;  to  secure  to  the 
United  States  the  commerce  of  Asia ;  to  develop  the 
resources  of  the  territory  between  the  Missouri  River 
and  the  Sacramento ;  to  maintain  peace  with  the  Indian 
tribes ;  to  furnish  them  with  stores  and  supplies  prom- 
ised under  treaty  stipulation ;  to  facilitate  and  cheapen 
transportation  and  travel ;  to  provide  a  way  for  the 
transit  of  inter-state  and  inter-national  commerce — all 
being  objects  within  the  governmental  powers  and  fos- 
tering care  of  Congress — a  trans-continental  railroad  was 
imperatively  demanded. 
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Influenced  by  these  considerations,  Congress  passed 
the  Pacific  Railroad  Act  of  1862.  The  purpose  of  the 
Act  is  stated  in  the  title  and  in  the  body  of  the  Act : 
"  To  aid  in  the  construction  of  a  railroad  and  telegraph 
line  from  the  Missouri  River  to  the  Pacific  Ocean,  and  to 
secure  to  the  Government  the  use  of  the  same  for  postal, 
military  and  other  purposes."  "  To  promote  the  public 
interest  and  welfare,  *  *  *  *  and  to  secure  to 
the  Government  at  all  times,  but  particularly  in  time  of 
war,  the  use  and  benefits  of  the  road  for  postal,  military 
and  other  purposes." 

The  policy  and  purposes  of  the  Act  have  been  very 
clearly  stated  by  the  Supreme  Court  of  the  United  States 
in  the  following  language  : 

*"  This  enterprise  was  viewed  as  a  national  undertaking,  for 
"  national  purposes,  and  the  public  mind  was  directed  to  the 
"  end  to  be  accomplished,  rather  than  the  particular  means 
"  employed  for  that  purpose.  Although  this  road  was  a  mili- 
"  tary  necessity,  there  were  other  reasons  active  at  that  time 
"  in  producing  an  opinion  for  its  completion,  besides  the  pro- 
"  tection  of  an  exposed  frontier. 

"  There  was  a  vast  unpeopled  territory  lying  between  the 
"  Missouri  and  Sacramento  rivers,  which  was  practically  worth- 
"  less  without  the  facilities  for  the  transportation  of  persons' 
"  and  property. 

"  With  its  construction  the  agricultural  and  mineral  resources 
"  of  this  territory  could  be  developed;  settlements  made  where 
"  settlements  were  possible;  and  thereby  the  wealth  and  power 
"  of  the  United  States  essentially  increased.  And  there  was 
"  the  pressing  want,  in  times  of  peace  even,  of  an  improved 
"  and  cheaper  method  for  the  transportation  of  the  mails  and 
"  the  supplies  for  the  army  and  the  Indians.  It  was  in  the 
"  presence  of  these  facts  that  Congress  undertook  to  deal  Math 
"  the  subject  of  this  railroad.  The  difficulties  in  the  way  of 
"  building  it  were  great,  and,  to  many  intelligent  persons,  con- 
"  sidered  insurmountable.  *  *  *  *  The  project  of  build- 
"  ing  the  road  was  not  conceived  for  private  ends,  and  the  prev- 
"  alent  opinion  was  that  it  could  not  be  worked  out  by  private 
"  capital  alone.  It  was  a  national  work,  originating  in  national 
"  necessities,  and  requiring  national  assistance." 

Such  being  the  necessities,  policy  and  purposes  of  the 
Government,  and,  in  view  of  the  great  advantages  and 


benefits,  in  many  ways,  which  would  be  secured  to  it  by 
the  construction  of  the  road,  the  Government  might  well 
afford  to  be  liberal  in  its  assistance  to  such  persons  as 
might  engage  in  the  undertaking.  The  mere  construction 
of  the  road  was  not  the  end  at  which  the  Government 
aimed.  The  end  aimed  at  lay  far  beyond,  in  the  advan- 
tageous and  beneficial  results  to  which  the  construction 
of  the  road  would  lead — its  use  for  all  time  as  a  national 
highway,  which  would  not  only  open  up  to  settlement  a 
large  part  of  the  public  domain,  but  reduce  the  expenses 
of  the  Government,  in  the  matter  of  transportation,  by 
millions  of  dollars,  annually.  There  were  many  members 
of  Congress,  at  the  time  the  Act  was  passed,  who  favored 
the  issuing  of  the  bonds  in  question  as  a  bonus,  holding 
that  the  Government  would  be  more  than  repaid  for  the 
outlay  by  the  benefits  which  would  accrue  to  the  whole 
country  from  the  construction  and  maintenance  of  the 
road  as  a  national  thoroughfare. 

That  such  was  the  feeling,  is  shown  by  the  remarks  of 
Mr.  White,  of  Indiana,  while  the  Pacific  Railroad  Bill 
was  under  debate  in  Congress.  Among  other  things  he 
said : 

"  Now,  sir,  I  contend,  that  although  this  bill  provides  for  the 
"  repayment  of  the  money  advanced  oy  the  Government,  it  is 
"  not  expected  that  a  cent  of  the  money  will  ever  be  repaid. 
"  If  the  Committee  intended  that  it  should  be  repaid,  they 
"  would  have  required  it  to  be  paid  out  of  the  gross  earnings 
"  of  the  road,  as  is  done  with  the  roads  in  Missouri,  Iowa  and 
"  other  States,  and  not  the  net  earnings.  There  is  not,  perhaps, 
"  one  company  in  a  hundred  where  the  roads  are  most  pros- 
"  perous  that  has  any  net  at  all.  I  undertake  to  say  that  not 
"  a  cent  of  these  advances  will  ever  be  repaid,  nor  do  I  think 
"  it  desirable  that  they  should  be  repaid.  This  road  is  to  be" 
"  the  highway  of  the  nation,  and  we  ought  to  take  care  that 
"  the  rates  provided  shall  be  moderate.  I  think,  therefore, 
"  that  this  will  turn  out  a  mere  bonus  to  the  Pacific  Railroad, 
"  as  it  ought  to  be." 

These  considerations  are  not  to  be  forgotten  when  we 
come  to  the  solution  of  the  question  as  to  what  is  the 


TRUE  RELATION  BETWEEN  THE  GOVERNMENT  AND  THE 
COMPANY. 

The  solution  of  this  question  lies  at  the  foundation  of 
all  controversies  which  have  arisen  or  may  arise  hereaf- 
ter between  the  Government  and  this  Company,  and  in 
regard  to  it  there  has  been  some  diversity  of  opinion, 
from  the  laying  of  the  last  rail  down  to  the  present  time, 
between  the  representatives  of  the  Government,  or  some 
of  them,  and  the  managers  of  this  Company.  To  the 
latter  it  has  appeared  plain  that  the  relation  created  be- 
tween the  Government  and  the  Company,  by  the  passage 
by  Congress  of  the  Pacific  Railroad  Act  of  1862,  and  the 
acceptance  thereof  by  the  Company,  was  that  of  con- 
tracting parties,  and  not  otherwise,  in  any  respect;  while 
on  the  part  of  the  Government,  or  some  of  its  represen- 
tatives, it  seems  to  have  been  considered  and  to  be  still 
considered,  as  a  purely  governmental  relation  under  which 
not  only  all  the  ordinary  powers  of  a  constitutional  gov- 
ernment over  the  subject  or  citizen  and  his  property  has 
been  retained,  but,  in  addition  thereto,  an  absolute  des- 
potism has  been  acquired,  by  <  convention  over  this 
Company,  its  franchises  and  property.  From  the  com- 
mencement to  the  present  time,  this  Company  has  acted 
upon  the  contract  theory,  while  the  Government,  or  some 
of  its  representatives,  have  continually  endeavored  to 
enforce  the  despotic  theory,  all  of  which  will  more  fully 
appear  hereafter. 

From  the  tenor  of  Mr.  Huntington's  letter  in  relation 
to  matters  at  Washington,  it  is  apparent  that  the  time 
has  come  when  this  Company  must  consider  and  defin- 
itely determine,  so  far  as  its  future  action  is  concerned, 
by  which  of  these  opposing  theories  it  will  be  governed. 
If  the  theory  upon  which  this  Company  has  heretofore 
acted  be  the  true  theory,  then  the  duty  to  establish  a 
sinking  fund  rests  upon  you,  and  the  power  to  do  so  rests 
in  your  hands   exclusively.     If,  on  the  other  hand,  the 
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theory  of  the  Government  be  the  true  theory,  the  power 
lies  with  Congress,  and  submission  alone  remains  to  the 
Company. 

There  were  two  ways  by  which  the  Government  of  the 
United  States  could  have  secured  for  its  use  and  purposes 
the  construction  of  the  Pacific  Railroad.  One  was  to 
construct  and  operate  the  road  itself;  the  other  was  to 
create  or  adopt  agents  to  construct  and  operate  it,  vesting 
them  with  the  necessary  powers,  and  making  to  them 
such  just  and  reasonable  compensation  as  might  be  agreed 
upon.  Congress  wisely  adopted  the  latter  course.  From 
the  Missouri  river  west,  there  was  no  one,  corporation  or 
otherwise,  willing  and  offering  to  undertake  the  work. 
Congress,  therefore,  created  a  corporation  since  known  as 
the  Union  Pacific  Railroad  Company,  with  power  to 
commence  the  construction  of  the  road  at  the  Missouri 
river,  and  build  westward  to  the  eastern  boundary  of  the 
State  of  California,  and  thence  westward,  with  the  con- 
sent of  that  State,  to  the  Pacific  Ocean.  It  was  consid- 
ered desirable,  in  order  that  the  road  might  be  constructed 
as  speedily  as  possible,  and  made  ready  for  the  use  of  the 
Government  and  public  at  as  early  a  day  as  possible,  to 
commence  the  construction  of  the  road  at  both  ends  at 
the  same  time.  This  Company  had  previously  organized 
under  the  laws  of  the  State  of  California  to  construct  a 
road  from  Sacramento  to  the  eastern  boundary  of  the 
State,  and  was  ready  and  willing  to  undertake  the  con- 
struction of  the  road  desired  by  the  Government,  com- 
mencing at  its  western  terminus.  Under  its  charter 
from  the  State,  however,  it  had  no  power  to  build  a  road 
from  Sacramento  westward  to  the  Pacific  Ocean,  nor 
eastward  from  the  eastern  boundary  of  the  State.  Con- 
gress, therefore,  instead  of  creating  a  corporation  to  build 
the  road  from  the  Pacific  Ocean  eastward,  adopted  this 
Company  and  conferred  upon  it,  witli  the  consent  of  the 
State,  the  necessary  additional  powers,  thus  putting  this 
Company  upon  the  same  level  as  the  Union  Pacific,  and 
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endowing  it  with  similar  franchises  and  powers,  so  far  as 
the  construction  and  operation  of  the  road  were  con- 
cerned. This  Company  was  empowered  to  construct  the 
road  from  the  Pacific  Ocean  eastward  to  the  Missouri 
river,  or  to  a  connection  with  the  road  of  the  Union 
Pacific  Railroad  Company  at  some  intermediate  point, 
and  thereafter  to  maintain  and  operate  it. 

Thus  far,  doubtless,  the  Pacific  Railroad  Act  was  merely 
an  exercise  of  legislative  power.  But  it  is  a  common 
occurrence  for  a  legislative  enactment  to  embody  within 
its  provisions  a  proposition  or  propositions- for  the  expen- 
diture of  money  or  labor,  or  both,  by  individuals  or  cor- 
porations. Such  part  of  the  statute,  when  accepted  by 
such  individuals  or  corporations,  becomes  a  contract  which 
measures  the  rights,  duties,  obligations  and  powers  of  the 
parties  thereto. 

Well  knowing  that  the  road  neither  could  nor  would 
be  built  by  private  capital  alone,  Congress,  after  creating 
and  adopting  these  two  corporations  to  serve  as  its  agents 
or  instruments,  proceeded  to  make  a  contract  with  them 
for  the  construction  of  the  road. 

Congress,  in  effect,  said  to  them :  "If  you  will  under- 
take the  construction  of  this  road  we  will : 

First — Grant  you  the  right  of  way  through  the  public 
lands  of  the  United  States ; 

Second — Grant  you  five  alternate  sections  of  land  per 
mile  on  each  side  of  your  road,  and  issue  patents  therefor 
as  the  work  progresses,  upon  the  acceptance  thereof  by 
the  President ; 

Third — We  will  also  issue  to  you  a  certain  number  of 
United  States  currency  bonds  per  mile,  as  the  work  pro- 
gresses, upon  the  acceptance  thereof  by  the  President ; 
said  bonds  to  be  payable  thirty  years  after  date,  and  to 
bear  interest  at  the  rate  of  six  per  cent,  per  annum. 

In  consideration  of  this,  you  must: 

First — Construct  a  first-class  railroad  and  telegraph 
line  from  the  Missouri  river  to  the  Pacific  Ocean,  and 
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complete  the  same  on  or  before  the  first  clay  of  July, 
1876.  In  its  construction  you  must  use  only  iron  of 
American  manufacture,  and  the  grades  and  curves  adopted 
must  not  exceed  the  maximum  grades  and  curves  of  the 
Baltimore  and  Ohio  Railroad.  All  the  work  to  be  done 
in  a  manner  satisfactory  to  the  President  of  the  United 
States ; 

Second — You  must  agree  that  the  issue  and  delivery  of 
said  United  States  bonds  shall  constitute  a  first  mortgage 
on  the  whole  railroad  and  telegraph  line,  together  with 
the  rolling  stock,  fixtures  and  property  of  every  kind  and 
description  connected  therewith ; 

Third — You  must  keep  said  railroad  and  telegraph  line 
in  repair  and  use,  and  must  at  all  times  transmit  dis- 
patches over  said  telegraph  line,  and  transport  mails, 
troops  and  munitions  of  war,  supplies  and  public  stores 
upon  said  railroad  for  the  Government,  whenever  re- 
quired to  do  so  by  any  department  thereof;  and  the 
Government  must  at  all  times  have  preference  in  the  use 
of  the  same  for  the  purposes  aforesaid  at  fair  and  reas- 
onable rates  of  compensation,  which  shall  not  exceed  the 
amount  paid  by  private  parties  for  the  same  kind  of 
service ; 

Fourth — You  must  agree  that  all  compensations  earned 
by  you  from  the  Government  may  be  retained  by  it  in 
part  payment  of  the  United  States  bonds  issued  to  you ; 

Fifth— -You  must  also  agree  that  after  the  road  shall 
have  been  completed,  you  will  annually  pay  over  to  the 
Government  at  least  five  per  cent,  of  the  net  earnings  of 
the  road,  to  be  also  applied  to  the  payment  of  said 
bonds ; 

Sixth- — You  must  also  agree  that  "  the  better  to  accom- 
plish the  object  of  this  Act,  namely,  to  promote  the 
public  interest  and  welfare  by  the  construction  of  said 
railroad  and  telegraph  line,  and  keeping  the  same  in 
working  order,  and  to  secure  to  the  Government  at  all 
times  (but  particularly  in  time  of  war)  the  use  and  ben- 
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efits  of  the  same  for  postal,  military  and  other  purposes, 
Congress  may  at  any  time — having  due  regard  for  your 
rights — add  to,  alter,  amend,  or  repeal  this  Act. 

Seventh — You  must  also  agree  to  pay  the  amount  of 
said  United  States  bonds,  principal  and  interest,  to  the 
United  States,  at  the  maturity  thereof,  and  that  if  you 
fail  to  do  so,  said  road,  with  all  the  rights,  functions,  im- 
munities and  appurtenances  thereunto  belonging,  and 
also  all  lands  so  as  aforesaid  granted  to  you  by  the  United 
States,  then  remaining  in  your  ownership,  may  be  taken 
possession  of  by  the  Secretary  of  the  Treasury  for  the 
use  and  benefit  of  the  United  States  ; 

Eighth — You  must  also  agree  that  if  you  fail  to  com- 
plete said  road  within  a  reasonable  time,  or  allow  the 
same  to  get  out  of  repair  and  become  unfit  for  use,  Con- 
gress may  pass  any  act  to  insure  the  speedy  completion 
thereof,  or  to  put  the  same  in  repair  and  use,  and  may 
direct  the  income  thereof  to  be  thereafter  devoted  to  the 
use  of  the  United  States,  until  all  such  expenditures  shall 
have  been  repaid ; 

Ninth — You  must  also  agree  that  whenever  the  net 
earnings  of  the  road,  after  deducting  all  expenditures, 
shall  exceed  ten  per  cent,  upon  its  cost  (exclusive  of  the 
five  per  cent,  to  be  paid  to  the  United  States  as  afore- 
said), Congress  may  reduce  the  rates  of  fare  thereon,  if 
unreasonable  in  amount,  and  may  fix  and  establish  the 
same  by  law. 

Now,  if  these  terms  are  satisfactory  to  you,  and  you 
wish  to  accept  the  same,  file  your  written  acceptance 
thereof  in  the  Department  of  the  Interior  within  six 
months  from  this  date." 

Such,  in  substance,  are  all  the  terms  of  the  Act  which 
establish  the  relation  between  the  Government  and  this 
Company. 

Obviously,  the  relation  thereby  established  was  that 
of  a  contract.  This  Company  filed  its  acceptance,  sub- 
scribed by  its  President  and  Secretary,  and  sealed  with 
its  corporate  seal,  within  the  time  limited. 
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Thereupon,  the  Act  of  Congress  became  a  written  con- 
tract between  the  Government  and  this  Company,  signed, 
on  the  part  of  the  Government,  by  the  presiding  officers 
of  both  Houses  of  Congress  and  the  President  of  the 
United  States,  and  on  the  part  of  this  Company  by  its 
President  and  Secretary,  and  sealed  with  its  corporate 
seal. 

A  contract  is  defined  to  be  "a  bargain  or  voluntary 
agreement,  upon  a  good  consideration,  between  two  or 
more  persons  competent  to  contract,  to  do  a  lawful  act, 
or  to  omit  to  do  something,  the  performance  of  which  is 
not  enjoined  by  law." 

Every  element  of  this  definition  is  found  in  the  Act  of 
Congress,  and  the  acceptance  thereof  by  this  Company. 

If  there  ever  was  any  doubt  about  this  being  a  con- 
tract, it  has  been  removed  by  a  recent  decision  of  the 
Supreme  Court  of  the  United  States. 

The  Legislature  of  New  Jersey  passed  an  Act  in  rela- 
tion to  the  taxation  of  the  Morris  and  Essex  Railroad 
Company  (about  which  there  had  been  a  controversy 
between  the  State  and  the  Company),  which  was  in  the 
following  language: 

"Be  it  enacted,  That  the  tax  of  one-half  of  one  per  cent., 
"  provided  by  their  said  original  Act  of  incorporation,  to  be 
"  paid  by  the  said  Company  to  the  State  whenever  the  net 
"  earnings  of  the  said  Company  amount  to  seven  per  cent. 
"  upon  the  cost  of  the  road,  shall  be  paid  at  the  expiration  of 
"  one  year  from  the  time  when  the  road  of  the  said  Company 
"  shall  be  open  and  in  use  to  Phillipsburgh,  and  annually  there- 
"  after,  which  tax  shall  be  in  lieu  and  satisfaction  of  all  other 
"  taxation  or  imposition  whatever,  by  or  under  the  authority 
"  of  this  State,  or  any  law  thereof;  provided,  that  this  section 
"  shall  not  go  into  effect  or  be  binding  upon  said  Company, 
"  until  the  said  Company,  by  an  instrument  duly  executed 
"  under  its  corporate  seal,  and  filed  in  the  office  of  the  Secre-. 
"  tary  of  State,  shall  have  signified  its  assent  hereto,  which 
"  assent  shall  be  signified  within  sixty  days  after  the  passage  of 
"  this  Act,  or  this  Act  shall  be  void." 

The  Railroad  Company  filed  its  assent  to  the  Act  in 
the  place  and  within  the  time  therein  designated. 
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Afterwards,  the  Legislature  passed  an  Act  imposing  a 
more  onerous  taxation  upon  the  Company,  which  was 
contested  by  the  Company  upon  the  ground  that  the 
foregoing  Act,  and  the  acceptance  thereof  by  the  Com- 
pany, constituted  a  contract,  which  the  Legislature  could 
not  alter  or  change  so  as  to  impair  its  obligation. 

The  case  found  its  way  to  the  Supreme  Court  of  the 
United  States  upon  that  question,  and  was  decided  at 
the  present  term,  the  Court  declaring  it  to  be  a  contract. 
(The  State  of  New  Jersey,  et  al.,  vs.  Yard).  Among  other 
things,  the  Court  said: 

"  Tlie  Legislature  was  not  willing  to  rest  this  contract  in  the 
"  usual  statutory  form  alone,  depending  for  its  validity  as  a 
"  contract  upon  some  action  of  the  corporation  under  it  to  bind 
"it  to  its  terms;  but  they  required  of  the  Company  a  formal 
"  written  acceptance  within  sixty  days,  or  else  it  became  wholly 
"  inoperative.     The  Company  duly  executed  this  acceptance. 

"  There  was,  then,  the  complete  formal  written  instrument 
"  evidencing  this  contract,  signed  by  the  presiding  officers  of 
"  the  two  houses  of  the  New  Jersey  Legislature  and  the  Gov- 
"  ernor  for  one  party,  and  the  President  and  Secretary  and  seal 
"  of  the  Railroad  Company  of  the  other  party.  It  does  seem 
"  as  if  the  legislative  intention  was  to  make  a  contract  in  the 
"  same  manner,  and  in  the  same  terms  of  equal  obligation  as 
"  other  contracts  are  made,  and  not  to  pass  a  statute  which  it 
"  could  repeal  or  amend  the  day  after  it  was  signed  by  the 
"  pa/rties" 

In  view  of  the  foregoing  facts,  and  of  the  foregoing 
decision,  it  is  safe  for  you  to  assume  that  the  Pacific 
Railroad  Act,  and  the  assent  of  this  Company  thereto, 
constitute  a  contract,  with  which  Congress  cannot 
meddle  to  the  prejudice  of  this  Company  (except  as  in 
the  contract  expressly  provided),  without  its  assent. 

You  will  observe,  from  the  foregoing  synopsis  of  the 
contract,  that  it  contained  no  provision  requiring  this 
Company  to  establish  a  sinking  fund  in  the  Treasury  of 
the  United  States,  or  elsewhere,  or  to  do  any  other  act 
looking  to  the  payment  of  the  United  States  bonds,  prior 
fo  their  maturity,  except  to  allow  the   earnings  of  the 
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road  and  telegraph,  arising  from  services  rendered  the 
Government,  to  be  retained  by  it  for  that  purpose,  and 
the  payment  of  the  Government,  for  the  same  purpose, 
of  five  per  cent,  of  the  net  earnings,  after  the  road  should 
be  completed. 

You  will  also  observe  that  "  net  earnings  "  are  defined 
in  the  contract  to  be  the  surplus  remaining  "after 
deducting  all  expenditures,  including  repairs,  and  the 
furnishing,  running,  and  managing  of  said  road." 

This  contract  was  made  while  the  Government  was 
engaged  in  suppressing  the  rebellion,  and  while  the  result 
of  that  contest  was  in  the  greatest  doubt.  Hence,  the 
credit  of  the  Government  became  so  impaired  that  its 
bonds  were  worth,  in  the  market,  but  little  more  than 
half  their  face  value.  There  was  little  or  no  sale  for  the 
lands  granted  by  the  Government.  While  they  afforded 
a  certain  basis  of  credit,  they  yielded  little  or  no  money, 
and  it  soon  became  apparent  that  the  road  could  not  be 
built,  in  view  of  these  circumstances,  under  the  terms  of 
the  contract  as  it  then  existed.  Accordingly,  application 
was  made  to  Congress  for  a  modification  of  the  contract, 
which  resulted  in  the  passage  of  the  Pacific  Railroad  Act 
of  1864,  which  was  amendatory  of  and  supplemental  to 
the  Act  of  1862. 

It  doubled  the  land  grant,  allowed  the  Companies  to 
issue  their  own  mortgage  bonds  to  an  amount  equal  to 
the  bonds  to  be  issued  by  the  United  States,  and  subor- 
dinated the  lien  of  the  latter  to  the  lien  of  the  former. 
It  also  provided  that  the  Government  should  pay  to  the 
Companies  half  compensation  for  Government  services, 
and  retain  only  the  remaining  half  to  be  applied  in  pay- 
ment of  the  Government  bonds,  instead  of  the  whole,  as 
was  provided  in  the  original  contract.  It  imposed  no 
additional  burdens  or  obligations  upon  the  Companies ; 
on  the  contrary,  all  the  changes  made  were  for  their 
benefit. 
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HOW   THIS    COMPANY    PERFOEMED    THE    CONTRACT. 

Under  the  contract  thus  modified,  this  Company  con- 
structed the  road  from  the  Pacific  Ocean  to  Ogden,  and 
there  made  a  connection  with  the  Union  Pacific,  on  the 
11th  day  of  May,  1869,  more  than  seven  years  in 
advance  of  the  time  allowed  by  the  contract. 

Although  the  road  was  not  finally  completed  up  to  the 
standard  exacted  by  the  Government,  until  the  first  of 
October,  1874,  yet  it  was  so  far  completed  as  to  admit  of 
its  use  when  the  last  rail  was  laid,  and  it  has  been  used 
in  the  Government  service,  and  by  the  public,  from  that 
time  to  the  present.  By  the  terms  of  the  contract,  it 
was  for  the  President  of  the  United  States  to  determine 
the  fact  and  date  of  the  final  completion  of  the  road, 
which  he  has  done,  and  has  accepted  the  road  as  having 
been  fully  completed  on  the  first  day  of  October,  1874, 
nearly  two  years  in  advance  of  the  time  allowed  by  the 
contract. 

It  has  never  been  claimed  that,  so  far  as  the  construc- 
tion of  the  road,  maintaining  it  in  repair  and  use,  and 
furnishing  the  Government  all  the  transportation  which 
it  has  demanded,  are  concerned,  this  Company  has  not 
fully  complied  with  the  terms  of  the  contract. 

HOW   THE   GOVERNMENT   HAS   PERFORMED   IT. 

But,  about  the  time  the  last  rail  was  laid,  or  soon 
thereafter,  the  Secretary  of  the  Treasury  of  the  United 
States  claimed  that  the  Company  was  bound  to  pay  the 
interest  on  the  United  States  bonds  semi-annually,  as  it 
fell  due  from  the  United  States,  and  the  Attorney- 
General  of  the  United  States,  upon  being  called  upon  by 
the  Secretary  of  the  Treasury,  gave  an  elaborate  opinion 
to  that  effect.  But  this  opinion  was  not  satisfactory  to 
ihe  law  officers  of  this  Company,  and,  under  their  advice, 
the  Company  declined  to  accept  it  as  a  true  interpreta- 
tion of  the  contract,  ard  refused  to  pay  the  interest  until 
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the  maturity  of  the  bonds,  holding  that  by  the  express 
terms  of  the  contract  it  was  not  due  until  that  time. 

The  Secretary  of  the  Treasury  called  upon  Congress  to 
interpose,  and  by  some  appropriate  legislation  coerce  this 
Company  into  paying  the  interest  in  accordance  with 
the  opinion  of  the  Attorney-General.  The  subject  was 
referred  to  the  Judiciary  Committee  of  the  Senate,  which 
reported  adversely  to  the  opinion  of  the  Attorney- 
General,  and  declared  that  the  construction  put  upon  the 
contract  by  this  Company  was  the  true  construction. 
Nevertheless,  Congress  passed  a  joint  resolution  author- 
izing the  Secretary  of  the  Treasury  to  withhold  from 
this  Company  all  compensation  for  Government  services 
but,  in  deference  to  the  opinion  of  the  Judiciary  Com- 
mittee of  the  Senate,  allowing  this  Company  and  the 
Union  Pacific  to  sue  the  United  States  to  recover  the 
same,  and  by  that  means  obtain  from  the  Courts  a  con- 
struction of  the  contract  in  relation  to  the  payment  of 
interest.  Accordingly,  suits  were  brought  by  both  Com- 
panies in  the  Court  of  Claims,  and  that  Court  held  that 
the  interest  by  the  terms  of  the  contract,  was  due  from 
the  Companies  at  the  maturity  of  the  bonds,  and  not 
before,  and  gave  judgment  for  the  Companies  for  half  the 
compensation  due  from  the  Government.  On  appeal, 
this  judgment  was  affirmed  by  the  Supreme  Court. 
Thus  it  was  judicially  determined  by  the  highest  Court 
in  the  land  that  this  Company's  construction  of  the 
contract  was  correct.  After  this  decision,  it  was  reason- 
able to  suppose  that  Congress  would  appropriate  money 
to  pay  the'  claim  of  this  Company;  but  it  has  neglected 
to  do  so,  and  the  claim,  one  half  of  which  now  amounts 
to  not  less  than  nine  hundred  and  thirty-six  thousand 
(8930,000)  dollars,  still  remains  unpaid. 

The  next  controversy  was  in  relation  to  the  agreement 
of  this  Company  to  pay  annually  to  the  Government  five 
per  cent,  of  the  net  earnings  of   the  road,  after  its  com- 
pletion, to  .  be  applied  to  the  payment   of    the  United 
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States  bonds.  The  Secretary  of  the  Treasury  claimed 
that  the  road  was  completed,  within  the  meaning  of  this 
provision  of  the  contract,  on  the  16th  of  July,  1869,  at 
which  time  the  last  report  of  the  Commissioners,  ap- 
pointed under  the  contract  by  the  President  of  the 
United  States,  to  inspect  the  road,  was  filed.  But  at  the 
same  time,  the  Secretary  of  the  Interior  and  Congress 
■were  claiming  that  the  road  had  not  yet  been  completed 
according  to  contract.  This  Company  claimed  that  it 
was  completed  when  the  last  rail  was  laid,  but  this  claim 
of  the  Company  was  not  admitted  by  Congress.  So 
long  as  this  fact  was  in  dispute  and  undetermined,  the 
further  fact  whether  the  Company  was  liable,  and  at 
what  time,  to  begin  to  pay  the  five  per  cent,  of  net  earn- 
ings, called  for  by  the  contract,  was  also  in  doubt,  for  the 
latter  fact  necessarily  hinged  upon  the  former. 

Congress  passed  a  joint  resolution  directing  the  Presi- 
dent to  appoint  a  special  commission  of  eminent  citizens 
to  inspect  the  road,  and  to  report  as  to  its  condition,  also 
directing  him  to  withhold  United  States  bonds,  or  require 
this  Company  to  deposit  sufficient  of  its  first  mortgage 
bonds  in  the  Treasury  to  secure  the  completion  of  the 
road  according  to  the  contract. 

The  Secretary  of  the  Interior,  about  the  same  time, 
stopped  the  issuing  of  patents  for  the  granted  lands, 
upon  the  assumption  that  the  road  had  not  been  built 
according  to  contract. 

Under  this  resolution  the  Company  was  required  to 
deposit,  and  did  deposit  with  the  Secretary  of  the  Treas- 
ury, four  million  dollars  of  its  first  mortgage  bonds,  to 
secure  the  completion  of  the  road,  in  case  said  Commis- 
sioners should  report  that  it  had  not  been  completed 
according  to  contract.  These  Commissioners  inspected 
the  road,  and,  on  the  30th  of  October,  1869,  reported 
that  it  would  require  the  expenditure  of  nearly  six 
hundred  thousand  dollars  to  complete  the  road  according 
to  contract.     Thus,  it  appeared,  that  the  road  had  not 
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been  completed  on  the  16th  of  July,  1869,  as  claimed  by 
the  Secretary  of  the  Treasury,  and  that  the  Government's 
right  to  rive  per  cent,  of  the  net  earnings  did  not  then 
accrue.  From  that  time  on  the  Government  repeatedly 
refused  the  request  of  the  Company  to  accept  the  road 
as  completed,  until  1874,  at  which  time,  upon  request  of 
the  Company,  the  Secretary  of  the  Interior  appointed  a 
special  commission  to  inspect  the  road  and  report 
whether  the  same  had  been  completed  according  to 
contract,  and  if  so,  to  designate  the  date  of  such  com- 
pletion. These  Commissioners  inspected  the  road  and 
reported  that  it  had  been  completed  according  to  contract, 
and  that  the  date  of  such  completion  was  the  1st  of 
October,  1874.  Upon  the  filing  of  their  report  the  Pres- 
ident vacated  the  order  of  the  Secretary  of  the  Interior 
withholding  patents,  and  formally  accepted  the  road  as 
completed  according  to  contract. 

It  was  supposed  by  the  Company  that  this  action  fixed 
the  date  at  which  the  right  of  the  Government  to  five 
per  cent,  of  the  net  earnings  accrued.  But,  as  it  turned 
out,  the  Company  had  again  reckoned  without  its  host, 
for  Congress,  notwithstanding  the  date  of  completion 
had  been  determined  by  the  President,  who,  under  the 
contract,  alone  had  power  to  determine  the  fact  and  fix 
the  date,  passed  a  resolution  directing  the  Secretary  of 
the  Treasury  to  make  a  formal  demand  upon  the  treas- 
urer of  this  Company  for  five  per  cent,  of  the  net  earn- 
ings from  July  16th,  1869,  up  to  date,  and  if  not  paid 
within  a  certain  time  thereafter,  to  cause  a  suit  to  be 
brought  to  recover  it.  Estimating  five  per  cent,  of  the 
net  earnings  to  be  $1,836,635.10,  the  Secretary  of  the 
Treasury  made  a  formal  demand  for  that  sum  upon  the 
treasurer  of  this  Company,  to  be  paid  within  a  certain 
time  therein  designated.  It  is  hardly  necessary  to  say 
that  this  demand  was  not  complied  with.  According^ 
in  due  time,  the  Secretary  of  the  Treasury  caused  an 
action  to  be  brought  in  the  name  of  the  United  States 
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against  this  Company,  to  recover  that  amount.  Thus, 
the  Government,  by  this  action  of  its  different  depart- 
ments, was  placed  in  the  conflicting  attitude  of  maintain- 
ing both  the  affirmative  and  the  negative  of  the  same 
proposition. 

Whenever  the  Company  claimed  the  benefits  due  to 
them  under  the  contract,  the  answer  was  "  you  have  not 
completed  your  contract." 

Whenever  the  Government  claimed  the  benefits  due  to 
it,  the  Company  was  told  that  the  contract  had  been 
completed  in  July,  1869. 

In  due  time,  the  action  for  five  per  cent,  of  the  net 
earnings  came  to  trial,  and  again  the  Government  was 
defeated,  the  Court  declaring,  as  contended  by  this  Com- 
pany, that  the  road  was  not  completed  until  the  first  of 
October,  1874,  and  hence  the  right  of  the  Government  to 
five  per  cent,  of  the  net  earnings  did  not  accrue  until 
that  date,  and  that  no  money  was  due  thereon  until  a 
year  thereafter. 

Still,  the  Government  holds  in  its  Treasury,  and  refuses 
to  pay  over  to  the  Company,  tht,  sum  of  nine  hundred 
and  thirty-six  thousand  ($936,000)  dollars,  due,  as  afore- 
said, for  services  rendered,  without  the  slightest  pretext 
therefor.  It  first  held  it  under  the  assumption  that  this 
Company  was  indebted  to  it  on  the  score  of  interest.  It 
next  held  it  under  the  assumption  that  this  Company 
was  indebted  to  it  on  the  .score  of  net  earnings;  both  of 
which,  as  we  have  seen,  have  been  judicially  exploded. 

HOW  THE  ROAD  HAS  BENEFITED  THE  GOVERNMENT. 

This  illiberal,  not  to  say  illegal,  course  on  the  part  of 
the  Government,  seems  more  remarkable,  and  less  excus- 
able, when  we  reflect,  as  has  already  been  shown,  that 
the  Government  did  not  embark  in  the  construction  of 
this  road  as  a  mere  financial  enterprise,  from  which  it 
expected  to  make  money,  'per  se,  but  as  a  national  or 
governmental  work,  which  it  was  bound  to  consummate 
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in  obedience  to  the  necessities  of  the  Government  and 
the  demands  of  commerce — a  work  which  its  duty  to  the 
country  required  it  to  accomplish  without  reference  to 
any  pecuniary  return  for  the  money  expended. 

It  seems  still  more  remarkable,  and  still  less  excusable, 
when  we  further  reflect  that  all  the  grand  results 
sought  to  be  obtained  have  been  completely  realized,  and 
that  the  construction  of  the  road  has  worked  an  annual 
saving  to  the  Government  in  excess  of  all  the  money 
annually  paid  by  it  in  the  way  of  interest. 

The  truth  of  this  statement  is  established  by  official 
documents : 

"  Tlie  whole  amount  of  the  bonds  issued  in  aid  of  all  the 
"  Pacific  railroads  is  $64,618,832.  The  annual  interest  on  the 
"same  is  $3,877,129.92.  The  earnings  thus  far  have  paid 
••  about  30  per  cent,  of  the  interest,  which,  deducted  from  the 
"  annual  interest,  leaves  the  net  annual  expenditure  for  interest 
"$2,713,991. 

"  The  net  result  to  the  United  States  may  be  thus  stated : 

"  The  cost  of  the  overland  service  for  the  whole  period  from 
"  the  acquisition  of  our  Pacific  Coast  possessions  down  to  the 
"  completion  of  the  Pacific  Railroad  was  over  $8,000,000  per 
"  annum,  and  this  cost  was  constantly  increasing. 

"  The  cost  since  the  completion  of  the  road  is  the  annual 
"  interest — $3,877,129 — to  which  must  be  added  one-half  the 
"  charges  for  services  performed  by  the  Company,  about 
"  $1,163,138  per  annum,  making  a  total  annual  expenditure  of 
"  about  $5,000,000,  and  showing  a  saving  of  at  least  $3,000,000 
"  per  annum. 

•'  This  calculation  is  upon  the  basis  that  none  of  the  interest 
"  will  ever  be  repaid  to  the  United  States  except  what  is  paid 
"  by  services,  and  that  the  excess  of  interest  advanced  over 
"  freights  is  a  total  loss. 

"  In  this  statement  no  account  is  made  of  the  constant 
"  destruction  of  life  and  private  property  by  Indians,  of  the 
"  large  amounts  of  money  paid  by  the  Secretary  of  the  Treas- 
"  ury  as  indemnity  for  damages  by  Indians  to  property  in  the 
"  Government  service  on  the  plains,  under  the  Act  of  March 
"  3d,  1849,  of  the  increased  mad  facilities,  of  the  prevention 
"  of  In  than  wars,  of  the  increased  value  of  public  lands,  of  the 
"  development  of  the  coal  and  iron  mines  of  Wyoming  and  the 
"  gold  and  silver  mines  of  Nevada  and  Utah,  of  the  value  of 
"  the  road  in  a  commercial  point  of  view  in  utdizing  the 
"  interior  of  the  continent,  and  in  facilitating  trade  and  com- 
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"  merce  with  the  Pacific  Coast  and  Asia,  and  above  all  in 
"  cementing  the  Union  and  furnishing  security  in  the  event  of 
"  foreign  war." 

These  results  were  prophesied  when  the  Pacific  Railroad 

bill  was  under  debate  in  Congress.     Mr.  Campbell,  of 

Pennsylvania,  Chairman  of  the  Special  Committee  which 

prepared  and  reported  the  bill,  said: 

"The  bonds  are  to  be  issued  at  thirty  years,  and  to  bear 
"  interest  at  the  rate  of  six  per  cent,  per  annum.  When  all 
"  the  bonds  shall  have  been  issued  (which  will  necessarily  be  at 
"  the  completion  of  the  road),  the  aggregate  annual  interest 
"  will  amount  to  $3,892,080.  I  have  shown  that  the  army 
"  and  navy  transportation,  and  postal  service  to  the  Pacific, 
"cost  the  Government  annually  $7,357,781.  Take,  then,  the 
"  annual  interest  from  the  annual  expenditure,  and  we  have 
"  left  a  sinking  fund  of  $3,465,701,  a  sum  more  than  sufficient 
"  to  extinguish  the  bonds  before  they  become  due,  or,  what  is  the 
"  same  thing  in  effect,  saved  to  the  Government  by  cheapening 
"  expenditure  in  that  direction." 

Mr.  Sargent,  of  California,  used  the  following  lan- 
guage: 

"  These  bonds  will  be  issued  slowly,  few  at  a  time,  as  the 
work  progresses.  It  will  be  probably  two  years  before  any 
bonds  will  be  issued,  for  surveys  have  to  be  made,  and  prepa- 
rations for  work,  and  part  of  the  road  constructed,  before  any 
will  be  due.  The  whole  amount  of  interest  to  be  paid  up  to 
1866  will  be  but  $168,000,  and  up  to  1867  but  $504,000; 
and  when  the  road  is  fully  completed,  and  we  are  experi- 
encing all  the  security  and  commercial  advantages  which  it 
will  afford,  the  annual  interest  will  be  less  than  $4,000,000, 
and  that  sum  will  be  but  gradually  reached  year  after  year. 
The  War  Department  has  paid  out,  on  an  average,  $5,000,000 
per  year,  for  the  past  five  years,  for  transportation  to  the 
Pacific  Coast,  and  the  mails  cost  $1,000,000  more  at  the  pres- 
ent reduced  rates.  The  saving  of  the  Government  would  be 
two-  millions  per  year  on  these  items  alone.  I  beg  gentlemen 
who  talk  of  the  exigencies  of  the  times  to  observe  that  we 
ask  nothing  of  the  Government  for  two  or  three  years  to 
come,  and  how  very  little  we  ask  at  the  expiration  of  that 
time.  As  this  road  progresses  west  from  the  Mississippi, 
and  east  from  California,  it  will  be  available  to  the  Govern- 
ment for  transportation;  and  I  have  no  doubt  that  the  ser- 
vices it  will  render  will  very  soon  absorb  the  interest  money 
to  be  paid  under  this  bill." 
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Thus,  it  appears  that  if  the  Government  has  not,  as 
yet,  been  repaid  all  the  money  it  has  disbursed  in  aid  of 
this  road,  it  has  received  more  than  an  equivalent  in 
money  saved,  in  the  development  and  settlement  of  its 
territory,  in  the  increased  safety,  wealth  and  prosperity 
of  the  country,  and  in  the  additional  commercial  advan- 
tages which  are  exclusively  due  to  its  construction  and 
operation. 

Notwithstanding-,  as  Ave  have  seen,  without  any  legal' 
justification,  from  the  laying  of  the  last  rail  to  the  pres- 
ent time,  the  Government  has  adopted  towards  this  and 
other  Companies  in  like  relation  to  it,  in  effect,  a  hostile 
course,  and  is  still  persisting  therein 

SINKING    FUND    PROJECT    OF    THE    GOVERNMENT. 

In  addition  to  the  hostile  acts  already  mentioned, 
certain  members  or  representatives  of  the  Government, 
for  some  three  years  past,  haVe  been  agitating  the  subject 
of  compelling  this  and  the  other  Pacific  Railroad  Com- 
panies to  establish,  in  the  Treasury  of  the  United  States, 
a  sinking  fund  as  an  additional  security  for  the  payment 
of  these  United  States  bonds.  To  this  project  this  Com- 
pany has  not  been  opposed,  provided  a  scheme  could  be 
adopted,  which,  in  view  of  all  the  circumstances,  would 
be  fair  and  equitable. 

Such  a  scheme,  as  you  are  aware,  was  submitted  to 
Congress'  on  behalf  of  the  Union  Pacific  Company  and 
this  Company,  but  it  has  met  with  no  favor  from  Con- 
gress, and  is  not  likely  to  do  so,  as  we  are  informed.  On 
the  contrary,  certain  members  of  Congress,  claim  that 
the  adoption  of  a  sinking  fund  scheme,  rests  exclu- 
sively in  the  hands  of  Congress,  and  this  Company  is 
neither  entitled  to  be  consulted  in  regard  to  it,  nor  is  its 
assent  at  all  necessary  to  the  validity  of  any  measure 
which  Congress  may  see  fit  to  adopt. 

This  extraordinary  claim  is  based  upon  a  certain  clause 
in  the  contract,  which  has  been  already  mentioned,  where- 
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by,  as  alleged,  Congress  is  authorized  of  its  own  motion, 
and  without  the  consent  of  this  Company,  with  or  with- 
out cause,  to  alter  or  change  the  terms  of  the  contract  at 
its  pleasure.  A  proposition  so  startling,  and  so  contrary 
to  all  our  abstract  convictions  of  wright  and  wrong — so 
directly  in  the  teeth  of  the  Federal  Constitution  which 
recognizes  the  inviolability  of  contracts  and  denounces 
all  legislative  impairment  thereof  as  a  crime  against 
natural  justice,  demands  at  our  hands  the  closest  scrutiny. 

The  clause  of  the  contract  in  question  is  found  in  the 
18th  Section  of  the  Act  of  1862,  and  reads  as  follows : 

"And  the  better  to  accomplish  the  object  of  this  Act — 
namely,  to  promote  the  public  interest  and  welfare  by  the 
construction  of  said  railroad  and  telegraph  line,  and 
keeping  the  same  in  working  order,  and  to  secure  to  the 
Government  at  all  times  (but  particularly  in  time  of 
war)  the  use  and  benefits  of  the  same  for  postal,  military 
and  other  purposes,  Congress  may  at  any  time — having 
due  regard  for  the  rights  of  said  Companies  named 
herein — add  to,  alter,  amend  or  repeal  this  Act.". 

That  any  one,  in  or  out  of  Congress,  can  be  found  to 
affirm  that  this  language  confers  upon  Congress  unre- 
stricted power  over  the  terms  of  the  contract  may  well 
excite  surprise  in  all  thinking  minds.  The  scope  of  the 
words  "  add  to,  alter,  amend  or  repeal,"  is  directly  limited 
by  what  precedes.  There  are  three  objects  or  purposes, 
in  behalf  of  which  this  reserved  power  may  be  exercised, 
namely : 

1st.  To  secure  the  construction  of  the  road ; 

2d.  To  keep  it  in  working  order ; 

3d.  To  secure  to  the  Government  the  use  of  it  at  all 
times,  and  particularly  in  time  of  -war,  for  the  purposes 
mentioned. 

For  these  purposes,  and  for  none  other,  this  reserved 
power  may  be  exercised.  It  was  thought  that  these 
Companies  might  fail  or  neglect  to  build  the  road,  or, 
having  built  it,  might  fail  or  neglect  to  keep  it  in  work- 
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ing  order,  or,  having  complied  with  both  these  require- 
ments of  the  contract,  might  refuse  or  obstruct  the 
Government  in  the  use  of  it. 

To  guard  against  these  contingencies,  the  power  in 
question  was  reserved.  There  was  no  other  occasion  for 
its  reservation,  unless  it  was  to  provide  an  excuse  for  the 
exercise  of  "  Punic  faith,"  which  of  course  an  American 
Congress  could  never  contemplate. 

While  the  result  is  unaffected  by  the  fact,  it  is  but  just 
to  state  that  the  amendatory  Act  of  1864  provides  that 
"  Congress  may  at  any  time  alter,  amend,  or  repeal  this 
Act."  The  exercise  of  the  power  here  reserved  is  in 
terms  limited  to  the  Act  of  1864.  The  Act  of  1862 
seems  to  have  been  excluded,  ex  industria,  from  this 
reservation,  and  the  power  therefore,  so  reserved,  cannot 
be  exercised  in  reference  to  the  provisions  of  that  Act. 
It  is,  therefore,  idle  to  say  that  under  the  pretense  of 
amending  the  Act  of  1864,  the  Act  of  1862  can  be 
altered  in  any  respect,  except  as  therein  expressly  pro- 
vided. Moreover,  the  two  statutes  must  be  construed 
together,  in  accordance  with  a  well  settled  rule  of  statu- 
tory construction,  and  full  force  and  effect  given  to  the 
language  of  each,  and  to  do  this  it  must  be  held  that  the 
limitations  upon  this  reserved  power,  found  in  the  Act  of 
1862,  must  be  held  as  also  applying  to  the  reserved 
powers  found  in  the  Act  of  1864. 

It  is  apparent  then,  that  any  attempt  on  the  part  of 
Congress,  without  the  consent  of  this  Company,  to 
change  or  add  to  the  terms  of  the  contract,  so  as  to  make 
it  more  onerous  upon  the  Company,  except  for  the  three 
purposes  above  enumerated,  can  find  no  justification  in 
the  contract  itself.  There  is  no  pretense  that  there  has 
been,  is,  or  will  be  any  occasion  for  exercising  the  reserved 
power  for  either  of  those  purposes,  for  the  road  has  been 
constructed,  has  been  and  is  kept  in  repair,  and  has  al- 
ways been  and  still  is  at  the  service  of  the  Government. 
Yet  certain  members  of  Congress  propose  to  exercise  this 
power  for  other  purposes. 
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1st.  To  give  a  new  definition  of  net  earnings,  more 
onerous  than  that  given  in  the  contract ; 

2d.  To  require  security  for  the  payment  of  these  bonds, 
not  provided  for  in  the  contract,  by  establishing  a  sinking 
fund  in  the  Treasury  of  the  United  States,  to  be  invested 
in  United  States  bonds,  drawing  interest  at  the  rate  of 
only  four  per  cent,  per  annum,  less  than  half  the  rate 
obtainable  on  safe  investments  in  this  State ;  and, 

3d.  To  apply  the  money,  due  from  the  Government  to 
this  Company,  for  transportation,  to  the  payment  of 
interest  on  these  United  States  bonds,  twenty  years  in 
advance  of  the  time  when  it  becomes  due  from  this 
Company.  And,  in  addition,  it  is  proposed,  in  case  the 
Company  thall  refuse,  or  be  unable  to  comply  with  these 
new  conditions,  thus  despotically  forced  upon  it,  to  con- 
fiscate all  its  franchises  and  properties  for  the  benefit  of 
the  United  States. 

It  is  believed  that  no  Act  so  destructive  of  private 
right  has  ever  before  been  attempted  in  this  country,  and 
that  only  two  examples  of  such  atrocity  can  be  found  in 
English  history,  one  being  the  suppression  of  the  order 
of  Templars  in  the  time  of  Edward  the  Second,  and  the 
other  the  suppression  of  the  religious  houses  in  the  time 
of  Henry  the  Eighth. 

When,  in  1773,  it  was  proposed  to  remodel  the  charter 
of  the  East  India  Company,  the  measure  was  bitterly 
opposed  by  Mr.  Pitt  and  Lord  Thurlow.  The  latter  de- 
nounced the  measure  as  being  not  only  a  violation  of 
the  charter  of  the  Company,  but  a  violation  of  the  Con- 
stitution of  England.  He  characterized  it  as  "  an  attro- 
cious  violation  of  private  property,  which  cut  every 
Englishman  to  the  bone ;"  yet  the  theory  of  the  Consti- 
tution of  England  is  that  Parliament  is  omnipotent, 
Parliament  refused  to  pass  the  measure.  It  is  to  be 
hoped  that  this  un-American  or  communistic  assault 
upon  private  property  may  also  fail;  but,  should  it  not. 
Congress,  though  acting  under  a  Constitution  conferring 
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only  limited  powers,  will  enjoy  the  unenviable  reputation 
of  having  performed  an  act  which  the  Parliament  of 
England,  though  possessed  of  omnipotent  power,  refused 
to  sanction  upon  the  ground  that  it  was  "  an  atrocious 
violation  of  private  property." 

In  addition  to  the  limitations  upon  this  reserved 
power,  already  noticed,  the  contract  contains  still  an- 
other, which  is  found  in  the  words,  "having  due  regard 
for  the  rights  of  said  Companies  named  herein."  This 
language  restricts  the  exercise  of  this  reserved  power  to 
such  acts  as  will  not  prejudice  the  rights  of  the  Compan- 
ies named  in  the  Act,  or  that  if  anything  is  done  which 
will  have  that  effect,  compensation  shall  be  made.  The 
words  "  due  regard  "  mean  this  or  they  mean  nothing. 

Yet,  in  the  sinking  fund  scheme  proposed  by  certain 
members  of  Congress,  as  aforesaid,  this  limitation  is 
entirely  ignored,  and  they  proceed,  in  short,  upon  the 
openly  avowed  theory  that  this  reserved  power  is  absolute 
and  despotic. 

Aside  from  the  fact  that  this  scheme,  if  carried  out, 
will  be  such  an  atrocious  violation  of  a  private  contract 
as  to  justify  an  appeal  to  the  courts  for  protection,  by 
this  Company,  not  only  in  its  own  interest,  but  in  the 
interest  of  every  member  of  the  body  politic,  its  practi- 
cal results  will  be  to  diminish,  in  a  very  material  degree, 
the  paying  power  of  the  Company. 

There  is  no  doubt,  as  will  appear  more  fully  hereafter, 
of  the  ability  of  this  Company  to  provide  for  and  fully 
,  meet  all  its  financial  obligations  when  they  mature,  but 
to  do  this  it  must  be  allowed  to  use  its  annual  surplus 
earnings  in  such  a  manner  as  to  secure  for  them  the 
highest  ratio  of  increase  which  can  be  obtained  in  the 
money  markets  of  the  country.  It  cannot,  in  justice  to 
itself  or  its  creditors,  accept  a  low  rate  of  interest  when 
a  higher  rate  can  be  obtained  upon  instruments  equally 
safe  and  secure,  nor  can  it,  for  like  reasons,  consent  that 
a  greater  share  of  its  surplus  earnings   shall  be  devoted 
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to  the  payment  of  these  Government  bonds  in  advance 
of  their  maturity,  than  the  contract  calls  for  as  it  now 
stands,  for  the  accumulations  which  the  Company  might 
idealize  from  a  judicious  investment  of  such  excess,  would 
be  a  total  loss,  and  by  that  much — by  no  means  an 
inconsiderable  sum — the  paying  capacity  of  the  Com- 
pany would  be  diminished.  Yet,  both  these  results 
would  follow  the  adoption  of  the  sinking  fund  scheme 
in  question. 

For  the  purpose  of  increasing  the  amount  of  money 
to  be  paid  to  the  Government  annually,  as  five  per  cent, 
of  the  net  earnings,  this  scheme  proposes  to  introduce 
into  the  contract,  as  already  stated,  a  new  definition 
of  net  earnings.  As  we  have  already  seen,  under  the 
contract  as  it  now  stands,  net  earnings  are  defined  to  be 
the  surplus  remaining  "  after  deducting  all  expenditures, 
including  repairs  and  the  furnishing,  running  and  man- 
aging said  road."  It  is  proposed  to  change  this  by  pro- 
viding that  "net  earnings  shall  be  ascertained  by  deduct- 
ing from  the  gross  earnings  the  necessary  and  actual 
expenses  of  operating  the  road  and  keeping  it  in  repair, 
and  not  otherwise."  That  these  two  definitions  are 
widely  different,  and  that  the  latter  imposes  upon  the 
Company  a  much  more  onerous  obligation  than  the 
former,  is  obvious. 

Under  the  former  the  Company  is  allowed  to  deduct 
from  the  gross  earnings  of  the  year,  in  ascertaining  the 
net,  all  disbursements  made  during  the  year;  not  merely 
the  expenses  of  operating  the  road  and  keeping  it  in 
repair,  but  all  sums  expended  for  replacements  and  bet- 
terments, including  additional  stations,  new  machinery 
and  rolling  stock;  all  sums  paid  on  account  of  taxes;  all 
sums  paid  as  interest  on  the  first  mortgage  bonds  of  the 
Company,  and  other  loans  which  the  exigencies  of  busi- 
ness might  necessitate.  Under  the  latter,  all  these  items 
of  expenditure  are  excluded  from  the  deductions,  and  the 
et  earnings  made  to  appear,  by  several  millions  of  dol- 
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lars,  greater  than  they  in  fact  are.  Under  its  operation 
the  Company  would  be  compelled  to  pay,  not  only  five 
per  cent,  on  its  annual  net  earnings,  but  five  per  cent,  upon 
a  large  proportion  of  its  annual  disbursements  also.  Un- 
der its  operation  the  sum  to  be  paid  would  be  largely 
increased  over  the  sum  payable  under  the  contract  as  it 
now  stands,  and,  while  it  is  true  that  such  excess  would 
be  an  advance  payment  on  the  bonds,  yet  no  discount  is 
allowed  this  Company,  notwithstanding,  in  right  and 
justice,  and  according  to  universal  commercial  usage,  it 
ought  to  be  allowed  on  all  advance  payments  a  discount 
equal  to  the  highest  interest  obtainable  on  safe  invest- 
ments in  this  State. 

So,  the  paying  capacity  of  the  Company  would  be 
diminished,  under  this  scheme,  in  the  respect  under  con- 
sideration, by  whatever  sum  the  Company  might  realize 
by  a  judicious  investment  of  such  advance  payments. 
That  sum,  whatever  it  might  be,  this  scheme  would 
transfer  from  the  Treasury  of  this  Company  to  the 
Treasury  of  the  United  States,  without  retaining  any 
consideration  therefor. 

In  the  other  respect,  already  referred  to,  this  scheme 
would  be  diminishing  the  paying  power  of  this  Company 
in  a  vastly  greater  degree.  The  scheme  transfers  all 
compensations  earned  in  the  service  of  the  Government, 
and  now  in  the  Treasury  of  the  United  States,  instead  of 
the  Treasury  of  the  Company,  where,  under  the  contract, 
they  ought  to  be,  and  all  such  future  earnings,  to  the 
sinking  fund;  and  further  requires  the  Company  to  pay, 
in  addition,  into  the  sinking  fund,  annually,  $1,500,000, 
or  so  much  thereof  as,  together  with  the  five  per  cent,  of 
net  earnings,  and  the  compensations  earned  in  the  service 
of  the  Government,  amount  to  twenty-five  per  cent,  of 
the  net  earnings,  ascertained  as  aforesaid.  The  fund,  so 
created,  is  to  be  invested  in  United  States  four  per  cent, 
bonds,  and  held  as  security  for  the  payment  of  the 
indebtedness  of « this  Company. 
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The  gross  injustice  of  this  part  of  the  scheme  is  no 
less  apparent  than  the  gross  injustice  of  the  part  already 
noticed.  This  injustice  lies,  in  part,  in  the  fact  that 
while  the  Company  is  required  to  pay  six  per  cent,  on 
the  face  value  of  the  Government  loan  to  the  Company, 
it  is  allowed  only  four  per  cent,  on  advance  payments 
made  thereon.  But  this  is  not  the  full  effect,  nor  does 
this  difference  in  interest  represent  the  full  measure  of 
the  injustice  proposed  to  be  done.  ' 

This  Company  ought  to  be  allowed,  as  already  stated, 
on  its  advance  payments,  the  ratio  of  increase  which  it 
might  obtain  on  safe  investments  in  this  State,  which 
varies  from  eight  to  twelve  per  cent,  per  annum,  com- 
pounded. So  the  actual  loss  which  the  Company  would 
sustain  is  represented  by  the  difference  between  four  per 
cent.,  compounded,  and  from  eight  to  twelve  per  cent., 
compounded,  on  the  very  large  and  yearly  increasing- 
sum,  of  which  the  sinking  fund  would  consist. 

In  conclusion,  upon  this  branch  of  the  general  subject, 
it  is  hardly  necessary  to  say,  that,  aside  from  the  mani- 
fest illegality  and  injustice  of  this  scheme,  its  acceptance 
by  this  Company,  in  a  financial  point  of  view,  would  be 
most  mischievous,  if  not  disastrous. 

It  is  proper  to  add,  in  this  connection,  that  the  sup- 
posed necessity  for  this  action  on  the  part  of  Congress 
arises  from  a  mistaken  apprehension  as  to  the 

ASSETS    AND    PAYING   POWER    OF    THIS    COMPANY. 

A  brief  reference  to  the  assets  and  income  of  this 
Company  will  show  that  the  idea,  which  seems  to  be 
entertained  by  some  of  the  representatives  of  the  Gov- 
ernment, that  the  Company  will  not  be  able  to  pay  off 
the  Government  loan  when  it  becomes  due,  is  altogethei 
groundless. 

The  reports  for  the  year  1877  are  not  yet  in,  and  the 
following  statement,  as  to  the  assets  and  income  of  the 
Company,  are  taken  from  the  report  for  the  year  1876. 
At  the  close  of  that  year,  the  assets  were*as  follows: 
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ASSETS. 

The  assets  of  the  Company  are: 
1,214  miles  main  line   of   railroad    and 

telegraph,  with  all  necessary  sidings,  . 

turnouts,   switches,   turn-tables,  de- 
pots, depot  buildings,  round-houses 

and   snow -galleries ;    also,  wharves, 

slips,  piers  and  steamers  for  ferries 

at  San  Francisco  .' (cost)  $133,048,315  39 

Equipments  for  same- — locomotives,  cars, 

snow-plows,  etc (cost)       7,494,209  48 

Real  estate  purchased  for  use  of  road  (cost)       1,135,989  67 

Shops  and  machinery (cost)       1,607,412  61 

Telegraph    instruments,    furniture,   safe, 

etc.,  at  stations  and  offices ....  (cost)  135,799  95 

Sacramento  River  Steamers (cost)  750,231  37 

Material  on  hand: 

For  track  repairs • 636,276  31 

In  shops  for  constructing  and  re- 
pairs, per  inventory (cost)  848,817  25 

In  store  of  supply  department,  per 

inventory (cost)  63,081   62 

Fuel  on  hand,  per  inventory (cost)  779,302  73 

Farming  lands — estimated  value 30,000,000  00 

Undivided  half  60  acres  land  in  Mission 

Bay,   in   San  Francisco;   500  acres 

water  front  at  Oakland;  about  140 

acres  and  water  front  at  Sacramento : 

estimated  value,  independent  of  im- 
provements          7,750,000  00 

Cash 800,318  00 

Total $185,047,754  38 

The  condition  of  the  funded  debt  of  the  Company,  at 
the  same  date,  was  as  is  shown  by  the  following  table, 
taken  from  the  report  of  the  Secretary,  for  the  year  1876, 
to  wit: 
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Showing  an  excess  of  assets  over  liabilities,  exclusive  of 
the  Government  loan,  of  $129,590,754.38,  which  sum 
stands  as  security  for  the  government  loan,  even  though 
the  remaining  assets  should  have  to  be.  applied  to  the 
payment  of  the  funded  debt,  which  will  not  be  the  case, 
however,  as  the  several  sinking  funds  mentioned  in  the 
above  statement  will,  it  is  confidently  believed,  meet  and 
extinguish  the  funded  debt  as  it  becomes  due,  leaving 
the  entire  assets  of  the  Company  as  security  for  the 
Government  loan. 

Thus  there  seems  to  be  in  the  present  assets  and 
income,  and  in  their  increase,  which  the  future  promises, 
ample  security  for  the  Government  loan;  yet,  for  the 
purpose  of  removing  all  cause  for  this  unfounded  and 
mistaken  apprehension  as  to  the  paying  capacity  of  the 
Company,  it  may  be  well  to  establish  a  sinking  fund  for 
the  payment  of  the  Government  loan.  Such  has  been 
the  purpose  of  the  Company,  and  its  execution  has  been 
delayed  only  in  the  hope  that  an  understanding  with  the 
Government,  mutually  satisfactory,  might  be  reached, 
and  a  scheme  adopted,  which  would  not  only  settle  all 
pending  controversies,  but  remove  all  cause  for  contention 
hereafter. 

From  what  has  been  said  it  is  apparent  that  this  hope 
is  not  to  be  realized,  and  there  is  now  no  longer  any  rea- 
son why  this  purpose  of  the  Company  should  not  be 
carried  out.  To  that  end,  should  such  be  your  conclusion, 
the  annexed  preamble  and  resolutions  have  been  prepared 
for  your  consideration,  and  are  herewith  submitted. 

In  conclusion  it  may  not  be  out  of  place,  in  view  of 
the  harsh  measures  proposed  by  some  members  of  -  the 
Government,  to  remind  you  and  them  that,  while  this 
loan  was  essential,  yet,  in  consequence  of  the  impaired 
credit  of  the  Government,  it  has  proved  a  costly  accom- 
modation to  this  Company.  As  you  and  they  are  aware 
the  loan  only  netted  the  Company  about  sixty-five  cents 
on  the  dollar,  in  gold,  and  hence,  by  the  terms  of  the 
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contract,  it  is  required  to  pay  into  the  treasury  of  the 
United  States  89,750,000,  in  gold — more  than  it  realized 
— and  to  pay,  in  addition,  a  rate  of  interest  equal  to 
9  2-10  per  cent,  on  the  amount  which  it  realized  by  the 
sale  of  the  bonds;  constituting  an  additional  reason,  if 
any  be  needed,  why  this  sinking  fund  should  be  estab- 
lished in  the  treasury  of  this  Company,  "where  a  much 
higher  rate  of  interest  can  be  obtained  than  in  the  treas- 
ury of  the  United  States. 

All  of  which  is  respectfully  submitted, 

LELAND    STANFORD, 

President. 


RESOLUTIONS. 

Whereas,  This  Board  is  credibly  informed  that  the 
efforts  of  this  Company  to  come  to  an  amicable  settle- 
ment with  the  representatives  and  officers  of  the  United 
States  as  to  the  time  and  manner  of  payment  of  the 
claims  arising  out  of  advances  of  its  thirty-year  currency 
bonds  in  aid  of  construction,  and  the  interest  thereon, 
are  likely  to  come  to  no  satisfactory  result,  by  reason  of 
illegal  and  inequitable  demands  of  the  agents  of  said 
Government,  to  which  this  Company  cannot  assent. 

Axd  Whereas,  Three  years  have  elapsed  in  fruitless 
negotiations  with  a  view  to  framing  a  new  and  more 
effectual  arrangement,  in  which  the  rights  and  equities 
of  both  the  parties  should  be  considered  and  respected, 
and  by  which  every  dollar  which  has  been  advanced  by 
the  United  States  as  interest,  or  which  may  hereafter  be 
advanced  as  interest  or  principal  sums,  would  be  restored 
to  its  treasury,  so  that  the  Government  might  secure  not 
only  all  the  benefits  and  advantages  from  the  creation 
and  use  of  the  railroad  itself,  as  contemplated  by  the 
original  Act,  but  also  the  repayment  of  its  expenditures 
therefor,  which  at  the  inception  of  the  work  was  regarded 
as  doubtful  and  unimportant. 
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And  Whereas,  The  Secretary  of  the  United  States 
Treasury,  under  the  pretended  authority  of  an  Act  of 
Congress,  making  appropriations  for  the  legislative,  exec- 
utive and  judicial  expenses,  approved  March  3d,  1873, 
has  retained  and  withheld  from  this  Company  large  sums 
of  money,  now  amounting  to  about  fifteen  hundred 
thousand  dollars,  which  have  been  earned  and  are  due 
under  its  contract,  and  which  the  Courts  have  adjudged 
to  be  payable  under  the  Constitution  and  laws  of  the 
country,  but  which  are,  nevertheless,  and  as  is  believed, 
arbitrarily  and  wrongfully,  still  withheld,  to  the  manifest 
injury  of  the  Company  and  in  derogation  of  its  rights. 

Now  therefore  be  it  Resolved,  That  the  secretary 
of  the  Company  be  and  he  is  hereby  directed  to  ascertain 
as  nearly  as  may  be  estimated  the  amount  of  said  United 
States  subsidy  bonds,  and  the  interest  thereon,  which  will 
remain  unpaid  and  unliquidated  at  their  maturity,  after 
deducting  the  probable  current  repayments  by  one-half 
the  compensation  for  transportation  on  behalf  of  the 
Government,  and  also  the  sums  due  and  payable  annually 
as  five  per  centum  of  the  net  earnings  after  completion 
of  the  whole  railroad,  as  required  by  the  Act  of  1862 ; 
and  to  compute  therefrom  the  sums  necessary  to  overtake 
and  cancel  said  remainder  of  indebtedness  by  the  date  of 
maturity,  if  invested  in  a  sinking  fund  with  an  interest 
accumulation  of  four  (4)  per  centum  semi-annually. 

And  be  it  further  Resolved,  That  thereupon  the 
treasurer  of  the  Company  be  and  he  is  hereby  authorized 
and  required  to  commence  such  special  sinking  fund  by 
a  first  payment  thereto  on  or  before  the  first  day  of  Sep- 
tember next,  and  to  apply  like  sums  thereto  on  the  first 
day  of  September  and  March  thereafter,  by  investing 
them,  with  all  accretions  of  interest  thereon  as  it  shall 
mature,  upon  good  and  sufficient  security,  to  the  best 
advantage,  as  directed  by  the  Finance  Committee,  to  the 
end  that  such  remainder  of  indebtedness  may  be  fully 
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discharged  and  paid  at  maturity  from  the  proceeds  of 
said  sinking  fund. 

And  be  it  further  Resolved,  That  the  agent 
attorney  and  counsel  of  the  Company  be,  and  they  are 
hereby  instructed  and  requested,  to  take  such  steps  as 
may  be  deemed  necessary  and  advisable  to  recover  from 
the  United  States  all  sums  due  and  withheld  from  the 
Company;  and  such  sums,  with  interest  that  may  be 
recovered  thereon,  when  received,  shall  also  be  placed  to 
the  credit  of  said  Special  Sinking  Fund,  and  invested  to 
the  best  advantage,  in  like  manner  as  above  described. 

And  be  it  further  Resolved,  That  if,  by  reason  of 
a  lower  rate  of  interest  prevailing  on  first-class  invest- 
ments, within  this  State,  or  if,  for  any  other  cause,  it 
shall  appear  to  the  Finance  Committee  that  said  Sinking 
Fund  is  unable  to  earn  and  accumulate  at  the  aforesaid 
rate  of  eight  (8)  per  centum  per  annum,  then  and  in  that 
case  they  shall  cause  a  proportionally  larger  sum  to  be 
applied  semi-annually  to  said  fund,  so  as  to  make  up  any 
deficiency.  And  all  said  sums  shall  be  appropriated  from 
the  common  treasury  of  the  Company,  out  of  any  moneys 
remaining  after  the  payment  of  operating  and  adminis- 
trative expenses,  the  interest  upon  its  debt,  and  the 
installments  to  the  several  sinking-funds  provided  there- 
for, and  before  any  moneys  shall  be  paid  out  as  dividends 
upon  the  capital  stock.  And  in  case  the  amount  earned 
for  Government  service  shall  be  larger  than  estimated, 
or  the  five  per  cent,  on  net  earnings  shall  be  larger  than 
estimated,  then  there  may  be  deducted  from  the  yearly 
amount  set  aside  for  said  fund  the  annual  excess  from 
both  or  either  of  said  sources. 


THE  POWER  OF  CONGRESS 


OVER   THE   SUBJECT    OF 


FARES  AND  FREIGHTS 


SOUTHERN  PACIFIC  RAILROAD 


UNDER   EXISTING   LEGISLATION,   CONSIDERED. 


CALIFORNIA  STATE  UBRmPjy 
CALIFORNIA  SECTION 


WASHINGTON,  D.  C.  : 

JUDD  &  DETWEILER,  PRINTERS. 

1883. 


Washington,  D.  C,  February  1,  1883. 

Chakles  Crocker,  Esq., 

President  of  the  Southern  Pacific  P.  P.  Co. 

Dear  Sir  :  In  reply  to  yours  of  the  31st  ultimo,  request- 
ing me  to  state  the  grounds  of  my  opinion,  that  the 
Southern  Pacific  Railroad  of  California  is  subject  to  the 
control  of  Congress  in  the  matter  of  fares  and  freights 
under  existing  legislation,  I  have  to  say : 

I  need  hardly  remind  you  that  the  road  from  San  Fran- 
cisco to  the  Needles  on  the  Colorado  river,  where  it  is  to 
connect  with  the  Atlantic  and  Pacific  Railroad,  has  been 
constructed  and  is  being  constructed  under  the  act  of  Con- 
gress in  relation  to  the  Atlantic  and  Pacific  Railroad,  (14 
U.  S.  Stats,  at  Large,  292,)  and  that  the  remaining  portion 
of  said  road,  viz  :  from  Tehachapa  Pass  by  way  of  Los 
Angeles  to  Fort  Yuma,  has  been  constructed  under  the 
provisions  of  the  act  of  Congress  in  relation  to  the  Texas 
and  Pacific  Railroad,  (16  U.  S.  Stats,  at  Large,  573.) 

The  former  of  said  acts  contains,  among  other  provis- 
ions, the  following : 

"  Sec.  9.  And  be  it  farther  enacted,  That  the  United  States 
make  the  several  conditional  grants  herein,  and  that  the 
said  Atlantic  and  Pacific  Railroad  Company  accept  the 
same,  upon  the  further  condition  that  if  the  said  company 
make  any  breach  of  the  condition  hereof,  and  allow  the  same 
to  continue  for  upwards  of  one  year,  then,  in  such  case,  at  any 
time  hereafter,  the  United  States  may  do  any  and  all  acts 
and  things  which  may  be  needful  and  necessary  to  insure  a 
speedy  completion  of  the  said  road." 

"  Sec.  11.  And  be  it  further  enacted,  That  said  Atlantic  and 
Pacific  railroad,  or  any  part  thereof,  shall  be  a  post  route 
and  military  road,  subject  to  the  use  of  the  United  States 
for  postal,  military,  naval,  and  all  other  Government  ser- 
vice, and  also  subject  to  such  regulations  as  Congress  may 


impose  restricting  the  charges  for  such  Government  trans- 
portation." 

"  Sec.  13.  And  be  it  farther  enacted,  That  the  directors  of 
said  company  shall  make  and  publish  an  annual  report  of 
their  proceedings  and  expenditures,  verified  by  the  affidavits 
of  the  president  and  at  least  six  of  the  directors,  a  copy  of 
which  shall  be  deposited  in  the  office  of  said  Secretary  of 
the  Interior,  and  they  shall,  from'  time  to  time,  fix,  deter- 
mine, and  regulate  the  fares,  tolls,  and  charges  to  be  received 
and  paid  for  transportation  of  persons  and  property  on  said 
road,  or  any  part  thereof." 

"  Sec.  18.  And  be  it  further  enacted,  That  the  Southern 
Pacific  Railroad,  a  company  incorporated  under  the  laws  of  the 
Slate  of  California,  is  hereby  authorized  to  connect  with  the 
said  Atlantic  and  Pacific  Railroad,  formed  under  this  act,  at 
such  point,  near  the  boundary  line  of  the  State  of  California, 
as  they  shall  deem,  most  suitable  for  a  railroad  line  to  San  Fran- 
cisco, and  shall  have  a  uniform  gauge  and  rate  of  freight  or 
fare  with  said  road ;  and  in  consideration  thereof,  to  aid  in 
its  construction,  shall  have  similar  grants  of  land,  subject  to  all 
the  conditions  and  limitations  herein  provided,  and  shall  be  re- 
quired to  construct  its  road  on  the  like  regulations,  as  to 
time  and  manner,  with  the  Atlantic  and  Pacific  Railroad 
herein  provided  for." 

"  Sec.  20.  And  be  it  further  enacted,  That  the  better  to  ac- 
complish the  object  of  this  act,  namely,  to  promote  the  public 
interest  and  welfare  by  the  construction  of  said  railroad,  and  tele- 
graph line,  and  keeping  the  same  in  working  order,  and  to  secure 
to  the  Government  at  all  times,  but  particularly  in  time  of  war, 
the  use  and  benefits  of  the  same  for  postal,  military,  and  other 
purposes,  Congress  may,  at  any  time,  having  due  regard  for  the 
rights  of  said  Atlantic  and  Pacific  Railroad  Company,  add 
to,  alter,  amend,  or  repeal  this  act." 

The  latter  act  contains,  among  others,  the  following  pro- 
visions : 

The  fifteenth  section  provides  : 

"  The  rates  charged  for  carrying  passengers  and  freight 
per  mile  shall  not  exceed  the  prices  which  may  be  fixed  by 
Congress  for  carrying  passengers  and  freight  on  the  Union 
Pacific  and  Central  Pacific  Railroads." 


The  seventeenth  section  fixes  the  time  when  the  construc- 
tion of  the  road  shall  be  commenced  and  when  it  shall  be 
completed,  and  concludes  in  these  words  : 

"And  upon  failure  to  so  complete  it,  Congress  may  adopt 
such  measures  as  it  may  deem  necessary  and  proper  to 
secure  its  speedy  completion." 

The  nineteenth  section  provides  : 

"  That  the  Texas  Pacific  Railroad  shall  be,  and  it  is 
hereby  declared  to  be,  a  military  and  post  road ;  and  for  the 
purpose  of  insuring  the  carrying  the  mails,  troops,  mu- 
nitions of  war,  supplies,  and  stores  of  the  United  States,  no 
act  of  the  company,  nor  any  law  of  any  State  or  Territory, 
shall  impede,  delay,  or  prevent  the  said  company  from  per- 
forming its  obligations  to  the  United  States  in  that  regard  : 
Provided,  That  said  road  shall  be  subject  to  the  use  of  the 
United  States  for  postal,  military,  and  all  other  govern- 
mental services,  at  fair  and  reasonable  rates  of  compensa- 
tion, not  to  exceed  the  price  paid  by  private  parties  for  the 
same  kind  of  service,  and  the  Government  shall,  at  all  times, 
have  the  preference  in  the  use  of  the  same  for  the  purpose 
aforesaid." 

In  respect  to  the  Southern  Pacific,  the  23d  section  pro- 
vides : 

"  That,  for  the  purpose  of  connecting  the  Texas  Pacific 
Railroad  with  the  city  of  San  Francisco,  the  Southern  Pacific 
Railroad  Company  of  California  is  hereby  authorized  (sub- 
ject to  the  laws  of  California)  to  construct  a  line  of  railroad 
from  a  point  at  or  near  Tehachapa  Pass,  by  way  of  Los  An- 
geles, to  the  Texas  Pacific  Railroad  at  or  near  the  Colorado 
river,  with  the  same  rights,  grants,  and  privileges,  and  sub- 
ject to  the  same  limitations,  restrictions,  and  conditions  as 
were  granted  to  said  Southern  Pacific  Railroad  Company  of 
California  by  the  act  of  July  27,  1866  :  Provided,  however, 
That  this  section  shall  in  no  way  affect  or  impair  the  rights, 
present  or  prospective,  of  the  Atlantic  and  Pacific  Railroad 
Company,  or  any  other  railroad  company." 

The  foregoing  provisions  of  these  acts  of  Congress,  in 
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connection  with  other  provisions  not  specially  referred  to, 
show  an  intent  on  the  part  of  Congress  to  adopt  the  South- 
ern Pacific  Railroad  Company  as  its  agent  or  instrument  for 
the  purpose  of  the  construction,  management,  and  use  of 
the  railroad  in  question. 

The  purpose  of  Congress  was  evidently  to  establish  trans- 
continental roads,  all  of  which  should  be  under  the  control 
of  the  Congress  of  the  United  States  in  all  matters  affecting 
their  use.  Such  is  unquestionably  the  case  so  far  as  the  At- 
lantic and  Pacific  and  the  Texas  and  Pacific  roads  are  con- 
cerned. 

It  was  undoubtedly  the  intention  of  Congress  to  put  the 
Southern  Pacific  upon  the  same  level  with  these  roads,  and 
to  exercise  over  it  the  same  governmental  control.  Any 
other  view  would  tend  to  defeat  the  object  and  purpose  of 
Congress  in  causing  these  roads  to  be  constructed.  These 
roads  were  intended  to  be,  as  the}7  are  declared  to  be.  postal 
and  military  roads  for  the  use  of  the  Government  at  all 
times,  and  particularly  in  time  of  war,  for  the  transporta- 
tion of  mails,  troops,  munitions  of  war,  &c. 

It  was  also  understood  that  these  roads  would  become 
channels  of  commerce  over  which  the  products  of  the  world, 
to  a  considerable  extent,  would  be  carried  from  ocean  to 
ocean.  To  accomplish  these  purposes  no  divided  sover- 
eignty could  be  recognized  on  the  part  of  the  Government 
of  the  United  States.  It  was  indispensable  that  the  Gov- 
ernment of  the  United  States  should  have  the  power  to  con- 
trol and  regulate  this  commerce,  as  it  controls  and  regulates 
other  commerce.  Hence  it  has  reserved  the  power  to  alter, 
amend,  or  repeal  these  acts,  and  to  control  the  subject  of 
fares  and  freights,  whenever,  in  the  judgment  of  Congress, 
it  shall  be  expedient  to  do  so. 

The  States  in  the  case  of  the  Texas  and  Pacific  act  are 
forbidden  to  do  anything  that  will  embarrass  or  burden  the 
plan  of  Congress  in  passing  the  act.  The  Atlantic  and  Pa- 
cific act  expressly  provides  that  the  Board  of  Directors  of 


the  Company  shall  from  time  to  time  fix  the  rates  of  fares 
and  freights,  reserving  the  power  on  the  part  of  the  Gov- 
ernment to  control  the  same. 

That  the  Government  of  the  United  States  has  this  power, 
if  it  chooses  to  exercise  it,  independent  of  the  consent  of 
the  State  of  California,  is  a  proposition  which  no  statesman 
or  jurist  of  the  present  day  disputes.  But  if  there  were  any 
doubt  upon  that  subject,  that  doubt  is  removed  by  reference 
to  an  act  of  the  Legislature  of  the  State  of  California,  ap- 
proved April  14,  1870,  which  is  as  follows: 

uAn  Act  to  aid  in  giving  effect  to  an  Act  of  Congress  relating  to 
the  Southern  Pacific  Railroad  Company. 

"  (Approved  April  4.  1870.) 

"  The  People  of  the  State  of  California,  represented  in  Senate  and 
Assembly,  do  enact  as  follows  : 

"  Section  1.  Whereas,  by  the  provisions  of  a  certain  act 
of  Congress  of  the  United  States  of  America,  entitled  'An 
act  granting  lands  to  aid  in  the  construction  of  a  railroad 
and  telegraph  line  from  San  Francisco  to  the  eastern  line  of 
the  State  of  California,'  approved  July  twenty-seventh, 
eighteen  hundred  and  sixty-six,  certain  grants  were  made 
to,  and  certain  rights,  privileges,  powers,  and  authority 
were  vested  in  and  conferred  upon  the  Southern  Pacific 
Railroad  Company,  a  corporation  duly  organized  and  existing 
under  the  laws  of  the  State  of  California,;  therefore,  to  enable 
the  said  company  to  more  fully  and  completely  comply  with 
and  perform  the  requirements,  provisions,  and  conditions  of 
the  said  act  of  Congress,  and  all  other  acts  of  Congress  now 
in  force,  or  which  may  hereafter  be  enacted,  the  State  of 
California  hereby  consents  to  said  act,  and  the  said  com- 
pany, its  successors  and  assigns,  are  hereby  authorized  and 
empowered  to  change  the  line  of  its  railroad  so  as  to  reach  the 
eastern  boundary  line  of  the  State  of  California  by  such  route  as 
the  company  shall  determine  to  be  the  most  practicable,  and  to  file 
new  and  amendatorj-  articles  of  association,  and  the  right, 
power,  and  privilege  is  hereb\'  granted  to,  conferred  upon, 
and  vested  in  them  to  construct,  maintain,  and  operate  by 
steam,  or  other  power,  the  said  railroad  and  telegraph  line 
mentioned  in  said  acts  of  Congress,  hereby  confirming  to  and 


vesting  in  the  said  company,  its  successors  and  assigns,  all  the 
rights,  privileges,  franchises,  power,  and  authority  conferred 
upon,  granted  to,  or  vested  in  said  company  by  the  said  acts 
of  Congress,  and  any  act  of  Congress  which  may  be  hereafter 
enacted. 

"  Sec.  2.  This  act  shall  take  effect  and  be  in  force  from 
and  after  its  passage." 

Statutes  of  California  for  1869-70,  at  page  883. 

By  the  passage  of  this  act  the  State  of  California  ratified, 
confirmed,  and  assented,  in  the  most  formal  and  authentic 
manner,  to  the  action  of  Congress  in  the  premises — not 
only  such  action  as  Congress  had  then  taken,  but  also  such 
action  as  Congress  might  thereafter  take — thus  yielding  and 
surrendering  to  the  Government  of  the  United  States  abso- 
lute governmental  control  over  the  business  of  the  Southern 
Pacific  Railroad. 

It  appears,  therefore,  from  this  legislation  by  Congress 
and  also  by  the  State  of  California,  that  the  Atlantic  and 
Pacific  Railroad  Company  was  empowered  to  build  and 
maintain  its  road,  and  that  such  road  should  be  a  post  and 
military  road,  subject  to  the  use  of  the  United  States,  for 
postal,  militatw,  naval,  and  all  other  Government  service, 
and  should  also  be  subject  to  such  regulations  in  respect  to 
compensation  for  such  services  as  Congress  might  see  fit  to 
prescribe. 

I  also  claim  that  this  legislation,  in  connection  with  the 
legislation,  of  California,  has  had  the  effect  to  create  the 
Southern  Pacific  Railroad  Company,  a  national  corporation 
by  adoption.  And  in  support  of  that  proposition,  I  have 
to  say  further,  as  follows  : 

It  appears  that  Congress  created  the  Atlantic  and  Pacific 
Railroad  Company,  and  empowered  it  to  build  and  main- 
tain a  railroad  from  Springfield.,  in  Missouri,  to  the  Pacific 
Ocean,  and  declared  that  such  road  should  be  a  post  and 
military  road,  subject  to  the  use  of  the  United   States  for 


postal,  military,  naval,  and  all  other  Government  service, 
and  should  also  be  subject  to  such  regulations  in  respect  to 
compensation  for  such  service  as  Congress  might  see  fit  to 
prescribe. 

It  also  appears  that  Congress  prescribed  rules  and  regu- 
lations for  the  construction  and  use  of  such  road,  including 
the  subject  of  fares,  tolls,  and  charges  for  the  transporta- 
tion of  persons  and  property. 

It  also  appears  that  Congress  prescribed  the  time  within 
which  such  road  should  be  constructed,  and  that  in  case  it 
should  not  be  constructed  within  the  time  prescribed,  Con- 
gress should  have  the  right  to  adopt  such  other  measures 
as  they  might  think  necessary  to  insure  its  speedy  comple- 
tion. 

It  also  appears  that  the  object  of  Congress  in  causing 
said  road  to  be  constructed  was  to  promote  the  public  inter- 
est and  welfare,  aud  to  secure  to  the  Government  of  the 
United  States  at  all  times,  but  particularly  in  time  of  war, 
the  use  and  benefit  of  said  road  for  postal,  military,  and 
other  purposes. 

It  also  appears  that  to  insure  the  accomplishment  of  sueh 
objects,  Congress  reserved  the  power,  having  due  regard  to 
the  rights  of  such  company,  to  add  to,  alter,  amend,  or 
repeal  the  act  by  which  said  company  was  authorized  to 
construct  and  maintain  said  road. 

It  also  appears  that  Congress  authorized  the  Southern 
Pacific  Railroad  Company  to  construct  a  branch  road  of  the 
same  gauge  to  San  Francisco  from  such  point  on  said  main 
road  near  the  boundary  line  of  California  as  it  might  deem 
most  suitable,  and  that  Congress  required  it  to  build  said 
branch  road  for  the  same  purposes  and  subject  to  the  same 
conditions  and  limitations  for  and  subject  to  which  said  main 
road  was  to  be  built ;  that  is  to  say,  subject  to  the  same  condi- 
tions as  to  Government  service,  as  to  the  regulation  of 
fares  and  charges,  as  to  the  construction  and  completion  of 
the  road,  as  to  risrht  of  the  United  States  to  interfere  in 


case  of  default,  and  cause  the  road  to  be  constructed 
through  other  agencies  and  means;  and,  lastly,  as  to  the 
right  of  Congress  to  add  to,  alter,  amend,  or  repeal.  Thus 
the  powers  and  franchises,  the  obligations,  forfeitures,  and 
duties  of  the  Southern  Pacific  Company  in  respect  to  this 
branch  road,  were  made  the  same  as  those  of  the  Atlantic  and 
Pacific  Company  in  respect  to  the  main  road.  In  relation  to 
their  respective  roads  and  to  the  United  States,  these  two 
companies  were  placed  upon  the  same  level.  In  respect  to 
their  roads,  all  their  rights  and  privileges  came  to  them 
from  the  same  donor,  and  all  their  obligations  and  duties 
were  imposed  by  and  were  made  due  to  the  same  sovereign. 

This  course  on  the  part  of  Congress  constituted  the  South- 
ern Pacific  Company  a  national  corporation ;  or,  in  other 
words,  endowed  it  with  a  dual  corporate  existence,  which 
would  enable  it  to  survive  a  repeal  by  the  State  of  California 
of  the  statute  under  which  it  was  originally  formed  and  under 
which  it  exists  in  its  capacity  of  a  State  corporation. 

Where  there  are  no  constitutional  restrictions  upon  the 
mode  in  which  corporations  may  be  created — as  in  the  case 
of  Congress — no  magic  words,  no  set  or  formal  phrase  is 
required.  ]STor  is  it  necessary  there  should  be  an  express 
declaration  of  an  intent  to  create.  A  corporation  may  be 
created  by  implication.  An  instance  of  a  corporation  so 
created  is  given  in  Dyer,  100.     It  is  thus  stated  : 

"As  if  the  Crown  should  grant  lands  to  '  The  men  of 
Islington,'  without  saying  to  them  and  their  successors,  this 
was  held  to  incorporate  them  forever  for  that  purpose,  for 
without  such  incorporation  the  grant  would  fail,  and  the 
continuous  identity  of  the  grantees  is  sufficient  to  build  an 
implication  upon." 

"  No  precise  form  of  words  is  necessary  in  the  creation 
of  a  corporation.  If  the  words  '  found,'  '  erect,'  '  establish,' 
or  '  incorporate,'  are  wanting,  it  is  immaterial,  for  the  as- 
sent of  the  Government  may  be  given  constructively  or 
presumptively  without  such  words.  .  .  .  It  is  a  princi- 
ple of  law  which   has  often   been   acted  upon,  that  where 


rights,  privileges,  and  powers  are  granted  to  an  association 
of  persons  by  a  collective  name,  and  there  is  no  mode  by 
which  such  rights  can  be  enjoyed  or  such  powers  exercised 
without  acting  in  a  corporate  capacity,  the  association  is 
made  a  corporation  by  implication,  so  far  as  to  enable  it  to 
exercise  the  rights  and  powers  granted." 

Angell  &  Ames  on  Cor.,  Sec.  76,  78. 

This  rule  has  been  applied  to  the  case  of  a  bank,  the  in- 
corporation of  which  was  in  dispute.  The  act  of  incorpo- 
ration did  not  declare  that  the  bank  should  be  a  body  pol- 
itic and  corporate,  but  it  conferred  powers  which  could  not 
well  be  exercised  except  by  a  corporation.     The  court  said  : 

"  No  particular  form  of  words,  or  mode  of  expression,  is 
necessary  to  create  a  corporation.  All  the  authorities  show 
that  a  corporation  may  be  established  by  necessary  impli- 
cation as  well  as  by  an  express  grant." 

Mahoney  vs.  The  Bank  of  the  State,  4  Ark.,  620. 

It  may  be  said  that  a  corporation  cannot  exist  under  two 
distinct  sovereignties  at  the  same  time.  But  if  such  be  the 
fact — a  fact  which  I  do  not  admit,  however — there  is  noth- 
ing in  law  or  reason  why  one  sovereign  may  not  adopt  a 
corporation  which  has  been  created  by  another  sovereign, 
and,  by  such  adoption,  make  it  a  corporation  in  respect  to 
itself,  or  himself,  and  as  such  entitled  to  the  same  rights, 
and  the  same  protection,  which  it  would  have  enjoyed  had 
it  beeu  originally  created  by  such  sovereign.  Such  adop- 
tion need  not  necessarily  destroy  or  sever  the  relation  which 
existed  between  such  corporation  and  the  sovereign  by 
which  it  was  created.  It  may  only  bestow  upon  it  a  dual 
existence,  or  relation,  such  as  exists  in  the  case  of  natural 
persons  born  in  the  United  States,  or  naturalized  under  the 
laws  of  the  United  States.  They  are  citizens  of  the  United 
States  and  also  citizens  of  the  State  in  which  they  live. 
They  exist,  at  the  same  time,  under  two  distinct  sovereign- 
ties, to  each  of  which  they  owe  allegiance,  and  to  each  of 
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which  they  have  a  right  to  look  for  protection  in  the  enjoy- 
ment of  life,  libertj7,  and  property. 

An  instance  of  this  dual  existence  is  found  in  the  records 
of  U.  S.  Supreme  Court.  A  corporation  was  formed  or  in- 
corporated under  the  laws  of  Indiana  to  construct  a  railroad 
having  its  termini  within  that  State.  Afterwards  the  State 
of  Ohio  passed  an  act  authorizing  such  company  to  extend 
its  road  to  Cincinnati.  In  the  act,  Ohio  declared  its  inten- 
tion to  be  to  recognize,  confirm,  and  adopt  the  charter 
granted  by  the  State  of  Indiana — or  in  other  words,  equiv- 
alent in  legal  meaning  and  effect — to  recognize  and  adopt 
the  corporation  which  had  been  created  by  the  latter  State. 
This  corporation,  in  its  capacity  of  an  adopted  corporation 
of  Ohio,  brought  an  action  against  a  resident  ot  Indiana  in 
the  circuit  court  of  the  United  States  for  the  district  of  In. 
diana.  The  defendant  interposed  a  plea  to  the  jurisdiction 
of  the  court,  and  it  was  held  on  error  to  the  Supreme  Court, 
that  the  corporation  existed  in  each  State  as  a  separate  and 
dictinct  corporation,  but  the  action  as  brought  was  equiva- 
lent to  a  joint  action  by  such  corporations,  and  could  not  be 
maintained  against  the  residents  of  one  of  the  States.  (Ohio 
and  Mississippi  R,  E,  Co.  vs.  Wheeler,  1  Black,  286.) 

If,  as  held  by  the  Supreme  Court,  the  corporation  existed 
as  such  in  the  State  of  Ohio,  it  did  so  simply  by  virtue  of 
its  recognition  and  adoption  by  that  State.  If  Ohio  may 
adopt  a  corporation  of  Indiana,  why  may  not  the  United 
States  adopt  a  corporation  of  California  ?  If  it  can  be  done 
in  the  one  case,  it  can  certainly  be  done  in  the  other.  It 
becomes,  then,  simply  a  question  of  intention  on  the  part 
of  Congress.  To  determine  that  question  we  may  look  not 
only  to  the  Atlantic  and  Pacific  act,  the  Texas  and  Pacific 
act,  but  also  to  other  acts  of  Congress  which  are  in  pari 
materia. 

I  have  already  referred  to  the  provisions  of  the  Atlantic 
and  Pacific  act,  and  the  Texas  and  Pacific  act,  for  the  purpose 
of  showing   that    Congress    intended  to  assert  over  these 
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three  roads  and  these  three  companies  the  same  power  and 
dominion  ;  that  it  conferred  upon  each  of  them  the  same 
powers  and  franchises,  so  far  as  their  capacities  to  take 
donations  of  property  and  build  and  operate  the  roads  in 
question  are  concerned,  and  also  that  the  objects  and  pur- 
poses of  Congress  could  not  be  secured  and  accom- 
plished by  any  different  course.  There  is  another  act 
of  Congress — in  pari  materia — to  which  I  also  wish  to 
refer.  A  more  apparent  and  striking,  perhaps,  but 
not  a  more  actual  or  real  case  of  adoption,  is  presented  in 
the  Pacific  Railroad  act  of  Congress  of  July,  1862. 

By  that  act  Congress  caused  to  be  constructed  a  railroad 
from  Omaha  to  San  Francisco.  For  that  purpose  the  Union 
Pacific  Railroad  Company  was  created,  as  was  the  Atlantic 
and  Pacific  in  the  present  instance,  and  the  Central  Pacific 
was  selected  or  adopted.  The  Central  Pacific,  before  the 
passage  of  that  act,  was  a  mere  State  corporation,  which  had 
been  formed  for  the  purpose  of  constructing  a  railroad  from 
Sacramento,  in  California,  to  the  eastern  boundary  of  that 
State,  a  distance  of  about  one  hundred  miles.  Under  its 
articles  of  association  it  had  no  power  to  build  a  road  from 
San  Francisco  to  Sacramento,  nor  to  build  a  road  across 
the  eastern  boundary  of  the  State,  into  and  across  the  State 
of  Nevada  and  into  the  Territory  of  Utah,  to  the  town  of 
Ogden,  there  to  connect  with  the  Union  Pacific;  yet  Con- 
gress authorized  and  empowered  it  to  construct  a  road  from 
San  Francisco  to  Ogden,  a  distance  of  more  than  eight  hun- 
dred miles,  and  passing  through  different  States  and  Terri- 
tories. Congress  bestowed  upon  it  powers  which  it  did  not 
possess  under  the  laws  of  California — the  power  of  eminent 
domain,  to  be  exercised  in  Nevada  and  Utah,  and  the  power 
to  exist  as  a  corporation  and  exercise  corporate  franchises 
outside  of  the  State  by  which  it  had  been  created  and  in- 
side the  Territories  of  the  United  States;  and  also  the 
power  to  consolidate  with  the  Union  Pacific  and  other  com- 
panies  named  in  the  act.     Congress   also  authorized  it  to 
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issue  bonds  to  twice  the  amount  per  mile  which,  it  was  au- 
thorized to  issue  under  State  laws.  Congress  also  subjected 
the  company  and  the  road  which  it  was  authorized  to  build 
to  the  same  conditions,  regulations,  and  restrictions  which 
were  imposed  upon  the  Union  Pacific  and  its  road,  and  as- 
serted over  it  and  its  road  the  same  rights  of  supervision 
and  control.  Congress  reserved  the  right,  in  certain  con- 
tingencies, to  forfeit  to  the  United  States  the  road  and  all 
other  property  of  the  company ;  to  take  possession  of  the 
road  and  appropriate  its  earnings  to  the  use  of  the  United 
States ;  the  right  to  regulate  the  charges  of  the  company  for 
transportation  of  persons  and  property ;  and  also  the  right 
to  alter,  amend,  or  repeal  the  law  under  which  the  com- 
pany was  to  act  in  building,  maintaining,  and  operating  the 
road.  This  last  power  Congress  has  since  exercised  in 
passing  the  sinking  fund  act,  which  act,  in  the  sinking  fund 
cases,  the  Supreme  Court  has  declared  to  be  valid  legisla- 
tion. 

In  view  of  all  this,  can  it  be  said,  with  any  show  of  rea- 
son, that  the  Central  Pacific  remains  a  mere  State  corpora- 
tion ?  On  the  contrary,  may  it  not  be  justly  said  that  it  has 
been  adopted  by  the  United  States,  and  made,  in  respect  to 
its  road  and  the  management  thereof,  a  national  corpora- 
tion. 

Let  us  see  to  what  anomalous  results  a  contrary  doctrine 
would  bring  us. 

Congress  certainly  intended  to  construct  a  road,  which 
was  to  be  a  post  and  military  road  for  all  time.  It  bestowed 
upon  the  Union  Pacific  Company,  not  a  life  for  years,  but 
immortality.  It  required  the  road  to  be  of  uniform  gauge 
from  Omaha  to  San  Francisco.  It  required  the  whole  road 
to  be  operated  as  one  continuous  line,  and  required  the  com- 
panies to  maintain  uniform  charges  for  the  transportation 
of  persons  and  property  ;  and  also  to  keep  and  maintain  the 
road  in  good  repair,  and  ready  at  all  times  for  the  use  of 
the  United  States  in  respect  to  the  transportation  of  the 
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mails,  troops,  and  munitions  of  war.  It  required  the  com- 
panies in  the  use  of  the  road  to  give  preference,  at  all  times* 
to  the  Government  of  the  United  States. 

Under  the  laws  of  California  the  Central  Pacific  Company 
can  exist  for  a  term  of  fifty  years  only  from  the  date  of  its 
creation.  California  may  require  all  railroads  which  are  sub- 
ject to  its  jurisdiction  to  establish  such  a  gauge  as  it  may 
think  best  calculated  to  promote  the  safety  of  passengers 
and  property.  It  may  establish  such  charges  for  trans- 
portation as  it  may  think  just  and  reasonable.  It  may  exact 
for  itself  a  preference  in  the  use  of  the  road.  It  may  repeal 
the  act  under  which  the  company  was  formed,  and  deprive 
it  of  all  of  its  corporate  franchises.  In  short,  it  has  the 
power,  if  the  company  be  held  to  be  a  mere  local  corpora- 
tion, of  antagonizing  and  defeating  each  and  all  of  the  plans 
and  purposes  of  Congress — the  power  to  hinder,  delay,  im- 
pede, embarrass,  and  burden  the  operation  of  a  law  which 
Congress  has  enacted  for  the  purpose  of  carrying  into  exe- 
cution some  of  the  constitutional  powers  of  the  Government 
of  the  United  States.  What  California  may  do,  Nevada,  and 
Utah,  when  it  shall  become  a  State,  may  each  do.  Each 
of  the  three  may  adopt,  in  respect  to  the  company  and  its 
road,  distinct  lines  of  policy  which  may  be  at  war  with 
each  other,  resulting  in  an  irrepressible  conflict,  completely 
destructive  to  the  uses  and  benefits  intended  to  be  subserved 
by  Congress. 

The  Government  of  the  United  States  cannot  acknowledge 
the  existence  of  such  powers,  without,  at  the  same  time, 
preparing  the  way  for  the  possible  obstruction  and  defeat  of 
its  own  constitutional  measures.  The  existence  of  such 
powers  is  incompatible  with  the  supremacy  which  is  secured 
by  the  Federal  Constitution  to  the  Government  of  the  United 
States  and  all  its  laws  which  may  be  constitutionally  enacted. 

If  the  Central  Pacific  Company  exists  as  a  corporation  in 
the  State  of  Nevada  or  the  Territory  of  Utah,  it  does  so 
not  by  virtue  of  the  laws  of  that  State  or  Territory,  nor  by 
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virtue  of  the  laws  of  California,  but  by  virtue  of  the  laws 
of  the  United  States.  Suppose  the  State  of  Nevada  should 
charge  the  company  with  usurpation,  and  should  by  quo 
warranto  seek  to  establish  its  non-existence  as  a  corporation 
in  that  State,  and  its  lack  of  authority  to  maintain  and 
operate  its  road,  and  suppose  the  courts  of  that  State  should 
adjudge  the  company  to  be  a  usurper  and  by  decree  should 
strip  it  of  its  usurped  corporate  and  other  franchises,  and 
forever  enjoin  it  from  the  further  use  and  enjoyment  thereof, 
would  such  a  decree  put  an  end  to  the  existence  of  the  com- 
pany ?  "Would  it  extinguish  the  right  of  the  company  to 
maintain  and  operate  its  road  for  the  use  and  benefit  of  the 
United  States,  or  would  the  company  still  continue  to  exist 
and  still  have  the  right  to  maintain  and  operate  its  road  for 
the  benefit  of  the  public  and  the  Government  of  the  United 
States,  under  and  by  virtue  of  the  laws  of  Congress  ? 

Again :  Suppose  California  should  repeal  the  law  under 
which  the  company  was  first  formed,  which  it  has  the  power 
to  do,  would  the  company  cease  to  exist  as  a  corporation, 
either  in'  California,  or  Nevada,  or  Utah  ?  Would  the  act 
of  Congress  under  which  the  company  acted  in  building  its 
road  become  inoperative;  would  all  the  ends  sought  to  be 
accomplished  by  Congress  in  causing  the  road  to  be  con- 
structed be  defeated,  or  would  the  company  continue  to 
exist  and  enjoy  all  its  present  rights  and  franchises  under 
and  by  virtue  of  the  laws  of  the  United  States,  and  still  be 
able  to  subserve  the  ends  of  Congress  ? 

Again  :  Suppose  the  Legislature  of  California  should 
conceive  the  idea  that  a  wider  or  narrower  gauge  than  that 
which  Congress  has  established  for  the  road,  would  better 
promote  safety,  or  in  other  respects  better  subserve  the  in- 
terest of  the  public,  and  should  by  law  attempt  to  establish 
such  other  or  different  gauge,  would  the  company  be  bound 
to  adopt  such  new  gauge  ?  Such  a  change  would  defeat  the 
object  of  Congress  in  requiring  a  uniform  gauge,  viz :  to 
cheapen  and  facilitate  the  transportation  of  commodities 
from  ocean  to  ocean. 
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Again  :  As  already  stated,  the  Pacific  Railroad  act  of 
1862,  contains  a  provision  which  enables  all  companies 
named  therein,  to  consolidate.  Such  a  course  would  more 
conveniently  accomplish  the  purposes  of  Congress — hence 
the  power  was  granted.  A  similar  provision  is  contained 
in  the  railroad  laws  of  California.  But  suppose  the  Legis- 
lature of  that  State  should  come  to  the  conclusion  that  such 
consolidations  are  prejudicial  to  the  interests  of  the  public, 
and  should  amend  the  law  so  as  to  prevent  such  consolida- 
tion in  the  future — would  such  action  on  the  part  of  the 
State  prevent  the  company  from  consolidating  with  the 
Union  Pacific  and  other  corporations  named  in  the  act,  and 
thus  defeat,  in  a  measure,  the  objects  of  Congress  ;  or  would 
the  company  still  have  the  power  to  consolidate  ? 

All  these  illustrations,  taken  directly  from  the  laws  of 
Congress,  and  the  facts  by  the  light  of  which  such  laws 
must  be  read  and  interpreted,  clearly  show,  as  it  appears  to 
me,  that  the  Central  Pacific  Company  is  not  a  mere  State 
corporation,  with  a  short  life  before  it,  and  subject  to  the 
laws  of  California;  but  that  it  has  become,  by  adoption,  a 
national  corporation,  which  the  National  Government,  in 
order  to  accomplish  its  purposes,  has  endowed  with  immor- 
tality, and  vested  with  other  franchises  which  it  did  not  pos- 
sess in  its  former  estate. 

I  have  said  nothing  as  to  the  power  of  Congress  under  the 
Federal  Constitution,  to  build  post  and  military  roads,  or  to 
cause  them  to  be  built  by  corporations  created  or  adopted 
for  that  purpose.  Whatever  doubts  may  have  once  existed 
upon  that  subject,  they  have  long  since  ceased  to  be  enter- 
tained by  jurists  or  statesmen.  From  an  early  day  in  the 
history  of  the  Government  the  power  has  been  exercised. 
In  1806,  Congress  passed  an  act  by  which  the  President  was 
authorized  to  cause  a  road  to  be  opeued  from  the  frontier  of 
Georgia,  on  the  route  from  Athens,  to  New  Orleans,  and 
also  a  road,  or  roads,  through  the  territory  then  lately  ceded 
by  the  Indians  to  the  United  States,  from  the  river  Missis- 
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sippito  the  Ohio,  and  to  the  former  Indian  boundary  line 
which  was  established  by  the  treaty  of  Greenville  ;  and  also 
a  road  from  Nashville  to  Natchez.  In  the  same  year,  Con- 
gress also  passed  an  act  "  to  regulate  the  laying  out  and 
making  a  road  from  Cumberland,  in  the  State  of  Maryland, 
to  the  State  of  Ohio."  These  acts  were  passed  during  the 
administration  of  Jefferson,  who  belonged  to  the  school  of 
statesmen  who  insisted  upon  a  strict  construction  of  the 
Federal  Constitution.  (2  Story  on  the  Constitution,  sec. 
1138.) 

If  Congress  may  cause  a  wagon  road  to  be  constructed 
for  postal  and  military  use,  no  one  will  contend  that  it  may 
not  also  cause  a  railroad  to  be  constructed  for  the  same  use. 
Congress  is  not  denied  the  right  to  employ,  in  carrying  into 
execution  the  powers  of  the  Federal  Government,  the  latest 
and  most  improved  means  which  science,  or  invention,  or 
discovery  has  placed  at  the  service  of  all. 

In  the  Florida  Telegraph  case,  (96  U.  S.  S.  C,  1,)  speak- 
ing to  this  question,  Mr.  Chief  Justice  Waite  said,  at  page  9  : 

"  Since  the  case  of  Gibbons  vs.  Ogden  (9  Wheaton,  1,)  it 
has  never  been  doubted  that  commercial  intercourse  is  an 
element  of  commerce  which  comes  within  the  regulating 
power  of  Congress.  Post-offices  and  post-roads  are  estab- 
lished to  facilitate  the  transmission  of  intelligence.  But 
commerce  and  the  postal  service  are  placed  within  the 
power  of  Congress,  because  being  national  in  their  opera- 
tion, they  should  be  under  the  protecting  care  of  the  Na- 
tional Government. 

"  The  powers  thus  granted  are  not  confined  to  the  instru- 
mentalities of  commerce,  or  the  postal  service,  known  or  in 
use  when  the  Constitution  was  adopted,  but  they  keep  pace 
with  the  progress  of  the  country  and  adapt  themselves  to 
the  new  developments  of  time  and  circumstances.  They 
extend  from  the  horse  with  its  rider  to  the  stage-coach,  from 
the  sailing-vessel  to  the  steamboat,  and  from  the  coach  and 
steamboat  to  the  railroad  and,  from  the  railroad  to  the  tel- 
egraph, as  the  new  agencies  are  successively  brought  into 
use  to  meet  the  demands  of  increasing  population  and 
wealth.     They  were  intended   for  the  government   of  the 
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business  to  which  they  relate,  at  all  times  and  under  all  cir- 
cumstances. As  they  were  intrusted  to  the  General  Gov- 
ernment for  the  good  of  the  nation,  it  is  not  only  the  right 
but  the  duty  of  Congress  to  see  to  it  that  intercourse  among 
the  States  and  the  transmission  of  intelligence  are  not  ob- 
structed or  unnecessarily  encumbered  by  State  legislation." 

In  harmony  with  such  views,  various  acts  have  been 
passed  by  Cougress  in  the  exercise  of  the  postal,  commer- 
cial, and  military  powers  of  the  General  Government,  pro- 
viding for  the  construction  and  regulation  of  railroads, 
among  which  are  the  Union  and  Central  Pacific  act  of  July, 
1862,  the  Atlantic  and  Pacific  act  of  July,  1866,  the  Texas 
and  Pacific  act  of  March,  1871,  and  the  act  of  July,  1866, 
in  relation  to  the  Northern  Pacific  Railroad.  The  consti- 
tutionality of  these  acts  has  never  been  doubted  or  ques- 
tioned. 

The  status  of  the  Southern  Pacific  differs  from  that  of 
the  Central  Pacific  in  the  single  particular,  that  in  the  exer- 
cise of  the  franchises  which  have  been  granted  to  it  by  Con- 
gress, it  is  confined  to  the  territory  of  California.  But  this 
difference  is  one  of  circumstance,  and  not  of  principle. 
The  relation  of  the  Southern  Pacific  to  the  United  States 
and  to  the  State  of  California  is,  nevertheless,  in  all  legal 
respects,  identical  with  that  of  the  Central  Pacific. 

The  relation  which  Congress  intended  to  establish  between 
the  General  Government  and  these  post  and  military  roads 
is  illustrated  by  a  passage  in  the  nineteenth  section  of  the 
Texas  Pacific  act:  "No  act  of  the  company,  nor  any  law 
of  any  State  or  Territory,  shall  impede,  delay,  or  prevent 
the  said  company  from  performing  its  obligations  to  the 
United  States." 

By  the  action  of  Congress  in  the  premises,  the  Southern 
Pacific  has  been  converted  into  a  national  corporation,  sub- 
ject to  the  supervision  and  control  of  Congress,  not  only 
in  respect  to  fares  and  freights,  but  also  in  respect  to   all 
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other  matters  affecting  the  management  of  the  business  of 
said  company. 

Such  are  some  of  the  reasons  why  1  think  Congress  has 
under  existing  legislation  full  power  to  regulate  fares  and 
freights  upon  the  Southern  Pacific  railroad,  and,  in  my 
judgment,  no  further  legislation  on  the  part  of  Congress  is 
needed  to  justify  that  body  in  exercising  the  power  in  ques- 
tion. 

Yours  respectfully, 

S.  W.  Sanderson, 
General  Solicitor  Southern  Pacific  JR.  JR.  Co. 
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[The  following  was  written  in  reply  to  a  letter  from  a  banker  in  New  York,  and  is  printed 
or  the  benefit  of  all  who  may  be  interested.] 


SOUTHERN  PACIFIC  RAILROAD  COMPANY'S 

FIRST  MORTGAGE  BONDS. 


San  Francisco,  November  1st,  1876. 
Dear  Sir — -I  am  in  receipt  of  your  letter  enclosing  a  printed 
document,  signed  C.  P.  Huntington,  Agent  and  Attorney  for  the 
Southern  Pacific  Railroad  Company,  and  which  is  entitled,  "  DE- 
SCRIPTION, PROGRESS  AND  BUSINESS  WITH  REFER- 
ENCE TO  THE  FINANCIAL  CONDITION  OF  THE  COM- 
PANY AND  THE  VALUE  OF  ITS  FIRST  MORTGAGE 
SIX  PER  CENT.  GOLD  BONDS." 

In  the  brief  time  that  is  at  my  disposal,  I  will  endeavor  to  give 
you  the  information  you  desire. 

The  Southern  Pacific  Railroad  is  composed  of  the  following  lines  : 

First — From  San  Francisco  to  Tres  Pinos,  a  distance  of  100  miles. 
Of  this,  80  miles,  viz :  from  San  Francisco  to  Gilroy,  was  con- 
structed by  a  company  known  as  the  San  Francisco  and  San 
Jose  Railroad  Company,  and  was  purchased  by,  and  consolidated 
with,  the  Southern  Pacific  organization.  Much  of  this  80  miles 
is  slightly  built,  and  a  few  miles  south  of  San  Francisco  has  a 
grade  of  about  120  feet  to  the  mile,  the  effect  of  which  is  to 
increase  the  cost  of  moving  trains  to  an  extent  equal  to  14  miles 
of  additional  distance. 

Second — A  branch  line  of  about  18  miles  from  Gilroy,  on  a  south- 
westerly course  to  Pajaro. 

Third — From  Pajaro  southwesterly  to  Salinas. 

Fourth — From  Salinas  southerly  to  Soledad,  the  last-named  point 
being  140  miles  from  San  Francisco. 

Fifth — From  Goshen,  the  terminus  of  the  San  Joaquin  Valley  Branch 
of  the  Central  Pacific,  to  Los  Angeles,  a  distance  of  203  miles; 
but  there  does  not  seem  to  be  any  good  reason  why  a  practicable 
line  between  the  two  points  could  not  have  been  attained  in  30 
miles  less  distance.     The  explanation,   I  imagine  is,  that  the 


present  circuitous  route  was  adopted  to  take  in  desirable  sections 
of  land  pursuant  to  the  Congressional  grant. 
Sixth — From  Los  Angeles  to  Indian  Wells,  about  129  miles. 

At  page  1  of  Mr.  Huntington's  pamphlet,  I  find  the  following : 
"  The  Southern  Pacific  Railroad  Company  controls  and  operates,  the 
railroad  and  telegraph  lines  extending  from  San  Francisco  along  the 
southern  portion  of  California,  and  the  several  branches  thereof 
reaching  the  southwestern  boundary  of  the  State,  forming,  with  its 
extensions,  the  western  part  of  the  lines  connecting  the  California 
coast  cities  with  the  Territory  of  Arizona,  &c." 

The  statement  that  the  Southern  Pacific  Company  ccnitrols  and, 
operates  the  railroad  from  San  Francisco  along"  the  southern  portion 
of  California,  is  incorrect,  as  will  be  seen  by  reference  to  the  Annual 
Report  of  that  Company  for  1875,  page  22,  and  from  which  I  copy 
as  follows  :  "  Southern:  Pacific  Railroad — Tulare  Division. 
This  Division  of  the  road,  extending  at  present  from  Goshen  to 
Caliente,  is  temporai'ily  leased  to,  and  operated  by,,  the  Central 
Pacific  Railroad  Company."  (Mr.  Huntington's-  pamphlet  was  writ- 
ten in  and  is  dated  1875,  also.) 

It  is,  perhaps,  of  no  great  moment  which  company  does  control  or 
operate  this  road;  the  importance  arises  only  as  indicating  a  looseness 
of  statement  adopted  by  the  financial  representative  of  the  Southern 
Pacific  Company,  and  on  the  faith  of  which  the  public  is  invited  to 
purchase  its  (so-called)  securities.  But  since  the  publication  of  Mr. 
Huntington's  pamphlet  all  of  the  Southern  Pacific  track  south  of 
Goshen  is  managed  and  operated  by  the  Central  Pacific  company. 

At  page  5  Mr.  Huntington  volunteers  the  information  that  the 
Counties  of  San  Francisco,  Santa  Clara  and  San  Mateo  contributed 
towards  the  building  of  the  road  in  those  counties  an  aggregate  of 
$600,000. 

It  is  difficult  to  perceive  the  significance  of  this  statement,  as  the 
amount  was  received  by  the  former  owners  in  the  San  Francisco  and 
San  Jose  company,  and  stock  in  that  company  was  issued  to  the 
several  counties  for  the  amount  subscribed.  Mr.  Huntington  errs 
ao-ain  in  calling*  it  a  contribution,  but,  in  any  event,  whether  it  was 
contributed  or  subscribed,  it  adds  nothing  to  the  security  of  the 
holders  of  bonds  issued  by  the  the  Southern  Pacific  company.  The 
value  of  the  lands  granted  to  the  Southern  Pacific  is  greatly  over- 
estimated, but  upon  that  point  you  can  form  your  own  judgment. 
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At  page  8  is  a  very  eloquent  misstatement  of  the  fertility  of  a 
portion  of  the  country,  which,  it  is  claimsd,  is  to  furnish  business  for 
this  road.     The  author  says  : 

"  The  San  Joaquin  and  Tulare  valleys,  but  recently  made  the  home 
of  farmers,  now  bear  bounteous  harvests  of  grain,  and  reward  the 
toil  of  the  husbandman  by  returns  which  have  no  parallel  in  the 
older  countries." 

Mr.  Huntington's  long  residence  in  New  York  is,  perhaps,  the 
cause  of  his  not  being  acquainted  with  the  fact  that  the  farmer  of 
the  region  he  speaks  of  does  not  have  any  crop  worth  mentioning  in 
more  than  two  years  out  of  five,  owing  to  absence  of  rain,  and  that 
over  a  very  large  portion  of  the  area  referred  to,  only  the  desert 
cactus  and  the  sa#e  brush  eive  sims  of  vegetable  life. 

At  page  11,  under  the  head  of  "  Local  Business,"  we  find  this  state- 
ment : 

"  The  natural  beauty  and  rural  attractions  of  the  adjacent  country 
ai'e  inducing  numbers  of  the  business  men  to  adopt  residences  within 
a  couple  of  hours'  ride  of  the  city  (San  Francisco).  The  number  of 
'  commutation '  tickets  issued  for  this  travel  during  the  last  fiscal 
year  was  39,000,  nearly,  which  reflects  the  dimensions  this  branch  of 
business  has  already  attained.  The  '  local  fare '  tickets,  which  are, 
in  part,  a  concomitant  of  the  above,  amounted  to  292,228." 

The  impression  derived  from  reading  the  above  is  that  there  are 
39,000  persons  living  on  the  line  of  this  road,  who  commute  for  their 
transportation  between  the  City  of  San  Francisco  and  their  places  of 
residence,  but  such  is  not  the  fact.  The  "  commutation "  tickets 
spoken  of  differ  only  from  those  termed  "  local  fare  "  tickets  in  this, 
that  the  former  are  sold  in  gross  at  a  discount  from  regular  rates.  It 
is  cei-tainly  a  most  disingenuous  mode  of  stating  the  fact,  and,  but  for 
Mr.  Huntington's  well  known  probity  and  liberality  of  character,  dis- 
played in  his  treatment  of  the  holders  of  California  Pacific,  Sacra- 
mento Valley,  and  Chesapeake  and  Ohio  bonds,  it  might  be  thought 
that  a  deception  was  intended.  These  39,000  tickets  represent  an 
average  distance  travelled  of  20  miles,  at  an  average  cost  of  75  cents, 
so  that  the  annual  revenue  from  this  source  would  not  exceed 
$29,250. 

Again,  at  page  12,  also  under  the  head  of  "local  business,"  we  find 
the  following : 

"There  is  already  a  noticeable  tourist  travel  to  the  numerous  objects 
of  interest  near  the  line.     Many  of  the  localities  in  the  southern 


counties,  Los  Angeles,  San  Bernardino  and  San  Diego,  among  them, 
are  highly  recommended,"  etc. 

To  the  uninformed,  the  idea  here  sought  to  be  conveyed,  is  that 
these  places  are  within  easy  reach  of  San  Francisco — a  few  hours 
ride — whereas,  the  first-mentioned  place,  Los  Angeles,  is  470  miles, 
and  San  Diego  nearly  600  miles  distant  from  this  city.  As  you 
must  see,  the  whole  document  is  replete  with  deceptive  paragraphs  of 
the  same  character. 

At  the  same  page  (12),  under  the  heading  of  "  Wealth  of  Soil 
Products,"  Mr.  Huntington  says  :  "  The  following  items  of  trans- 
portation over  the  operated  portions  of  the  northern  divisions,  during 
the  two  last  fiscal  years,  will  give  some  idea  of  what  had  been  accom- 
plished in  this  direction:  grain,  92,960  tons;  hay,  275,120  tons," 
etc.  I  have  not  time  to  verify  the  statement  as  to  the  number  of  tons 
of  grain  carried,  but  it  is  a  very  unusual  thing  to  group  the  figures 
of  two  years'  business  instead  of  one  ;  the  object  undoubtedly  was  to 
make  them  imposing,  and  in  carrying  out  this  purpose,  Mr.  Hunting- 
ton evidently  does  not  intend  to  allow  the  facts  to  stand  in  his  way, 
when  he  gives  the  quantity  of  hay  moved  over  the  Northern  Divi- 
sions of  the  road  at  275,120  tons ;  divided  by  two,  would  give  137,- 
560  tons  for  each  year  ;  as  but  six  tons  of  hay  can  be  carried  on  a  jjlat- 
form  car,  this  would  be  nearly  23,000  car-loads,  which  would  very 
much  overtax  the  slender  equipment  of  the  road.  Probably  not 
more  than  one-sixth  of  that  quantity  of  hay  is  grown  annually 
within  the  area  that  could  be  served  by  this  road.  It  is  a  mis-state- 
ment as  clumsy  as  it  is  reprehensible.  These  two  items  of  grain  and 
hay,  according  to  Mr.  Huntington's  figures,  would  be  in  tons,  184,040 ; 
whereas  the  annual  report  of  the  company  shows  that  for  the  year 
previous  to  the  date  of  Mr.  Huntington's  statement,  the  entire 
freight  movement  over  the  line,  both  ways,  was  only  182,567  tons. 
This  alone  shows  the  utter  unreliability  of  Mr.  Huntington's  state- 
ments. 

And  further,  on  page  13  :  "  The  wheat  lands  adjacent  to  the  line 
may  be  counted  by  the  million  of  acres.  In  the  San  Joaquin  Valley 
the  trains  run  through  continuous  wheat-fields,  miles  in  extent." 
Here  again  Mr.  Huntington  draws  on  his  imagination  for  his  facts. 
That  portion  of  the  San  Joaquin  Valley  which  is  wheat-producing, 
is  upon  the  line  of  the  Central  "Pacific,  and  not  on  the  Southern 
Pacific,  and  its  product  in  no  manner  adds  to  the  revenues  of  the 
Southern  Pacific. 


There  is  also  on  the  same  page  (13),  in  concluding  the  same  sub- 
ject an  eloquent  peroration  on  the  fertility  of  the  soil,  the  ease  with 
which  all  agricultural  pursuits  may  be  carried  on,  and  it  is  said  that 
"  in  consequence  of  the  absence  of  rain,  harvesting  is  not  interfered 
with  and  no  barns  are  required  to  shelter  the  crops,  but  they  may 
remain  in  the  open  fields  until  removed  to  market." 

But  Mr.  Huntington's  facile  flow  of  language,  and  his  buoyant  and 
sanguine  temperament,  do  not  permit  him  to  remember  a  circum- 
stance I  have  already  mentioned,  that,  in  consequence  of  the  pre- 
vailing drought  in  this  region,  three  seasons  out  of  every  five  are 
almost  total  failures.  In  such  years,  as  abundant  rains  prevail,  the 
avei'age  production  of  the  San  Joaquin  Valley  is  20  bushels  to  the 
acre  ;  in  other  years,  nothing ;  the  consequence  is  that  the  tillers  of 
the  soil,  in  that  locality,  are  not  farmers  but  speculators.  They  rent 
from  some  one  of  the  large  land  owners,  and  if  the  result  is  favor- 
able, the  owner  gets  his  rent  in  money  or  in  produce  ;  if  otherwise, 
the  tenant  seeks  an  acquittance  in  a  Court  of  Bankruptcy. 

Every  year  we  find  those  who  had  located  in  this  valley  with  the 
intention  of  founding  homes,  seeking  other  localities,  where  farming 
is  not  so  much  a  game  of  chance. 

It  would  take  more  time  than  I  can  well  spare  to  follow  and  refute 
all  Mr.  Huntington's  fictitious  statements,  such  as  the  great  pro- 
duction of  olive  oil,  "much  prized  by  connoisseurs,"  which  I  am 
sure  will  be  news  to  those  highly  cultivated  individuals,  if  any 
such  there  are  within  the  State  of  California  ;  and  that  "  the  chestnut- 
oak  bark  of  this  State  contains  a  larger  proportion  of  tannic  acid 
than  any  other  variety  in  market."  I  am  unable,  I  must  admit, 
to  refute  this,  because,  after  diligent  inquiry,  I  fail  to  learn  that  any 
such  bark  has  ever  been  in  this  market.  The  tree  itself  is  somewhat 
of  a"  rara  avis,"  but  very  few  being  known  to  exist  on  the  Pacific 
Coast,  aud  those  are  not  on  the  line  of  the  Southern  Pacific. 

But  Mr.  Huntington  reaches  the  acme  of  his  exuberant  fancy  when 
he  dilates  on  "  Mineral  Products,"  at  page  15,  and  says  that  "Coal 
has  been  discovered  at  several  places  along  the  line  of  the  Southern 
Pacific,  of  good  quality,  and  serviceable  as  a  steam  fuel."  There 
must  have  been  some  reason,  I  assume,  for  keeping  this  discovery  a 
profound  secret  from  the  people  of  this  State,  and  making  it  known 
only  at  the  point  where  it  is  sought  to  dispose  of  the  company's 
bonds,  and  the  same  may  be  said  as  to  the  finding  of  abundant  sup- 
plies  of  oil.       Mr.    Huntington   says :    "  On   the  line    of   the    road 


between  Los  Angeles  and  Tehacliapa,  in  tunneling,  the  oil  was  found 
in  such  quantities  as  to  threaten  the  work."  After  inquiry  of 
persons  who  are  familiar  with  the  entire  line,  I  cannot  find  any  one 
who  is  willing  to  verify  Mr.  Huntington's  statement,  either  in 
respect  to  the  coal  or  the  oil.  I  fear  this  imaginary  oil  will  neither 
lubricate  nor  illuminate  the  way  for  the  disposition  of  the  bonds 
Mr.  Huntington  seems  so  anxious  to  part  with. 

EARNING    POWER    OF    THE    ROAD. 

It  is  under  this  heading  that  Mr.  Huntington  has  taken  unlimited 
license  of  statement.  He  says  :  "  The  proportion  of  net  profit  on  the 
Southern  Pacific,  after  payment  of  expenses  and  maintenance,  is 
equal  to  that  of  the  most  favored  roads  in  the  country,  and  fully  up 
to  the  high  average  of  the  California  railroads.  This  arises  from  the 
great  />ressw,re  of  the  traffic  upon  the  road  from  the  day  it  is  ready  to 
accommodate  it."  The  "pressure  of  the  traffic  "  exists  only  in  Mr. 
Huntington's  imagination.  The  number  of  passengers  between  San 
Francisco  and  Los  Angeles,  since  the  road  has  been  opened  between 
these  two  points,  has  not  averaged  over  ten  per  day,  and  the  tonnage 
moved  between  the  same  points  has  not  been  over  fifty  tons  per 
month  ;  and  the  reason  is  very  apparent,  the  line  having  grades 
of  120  feet  to  the  mile  and  sharp  curvatm-es,  cannot  compete  with 
carriage  on  the  ocean.  The  price  of  a  ticket  by  rail  from  San  Fran- 
cisco to  Los  Angeles  is  $20.  The  charge  for  a  section  in  sleeping 
car  is  $5  ;  cost  of  meals  en  route  $3,  making  total  cost  of  passage  be- 
tween the  two  points  $28.  By  staunch,  commodious  steamers  from 
San  Francisco  to  Santa  Monica,  and  from  there  by  rail  to  Los  An- 
geles, the  price  is  but  $12 — $12  against  $28  ;  and  by  the  same  route 
the  freight  on  goods  is  $6  per  ton,  against  about  $18  on  the  rail. 

The  "  pressure  of  traffic  "  on  that  portion  of  the  road  from  Los 
Angeles  to  Indian  Wells  is  so  great  that  the  trains  run  only  three 
times  a  week,  and,  in  deference  to  Mr.  Huntington's  well-known 
religious  sentiments,  keep  holy  the  Sabbath  day  by  observing  it  as 
a  day  of  complete  rest. 

At  page  19  Mr.  Huntington  says  : 

"  The  experience  of  other  railroad  companies,  in  this  and  other 
States,  in  the  building  of  railroads,  demonstrated  the  wisdom  of  let- 
ting the  work  of  construction  of  the  roadway  as  a  whole,  in  prefer- 
ence to  subdividing  it  among  smaller  contractors.  *  *  *  The 
company,  therefore,  engaged  with  a  responsible  corporation  to  com- 


plete  the  whole  road  and  turn  it  over  to  the  company  as  each  section 
is  built." 

The  experience  that  Mr.  Huntington  speaks  of  in  this  State  is 
undoubtedly  that  of  the  Central  Pacific  Railroad  Co.,  of  which  he  is 
and  was,  at  the  time  of  its  construction,  a  Director  and  Vice-Presi- 
dent, and  which  let  to  a  corporation  formed  for  the  purpose,  and 
known  as  the  Contract  and  Finance  Co.,  and  composed  of  himself  and 
the  other  Directors  of  the  Central  Pacific,  a  contract  for  building  the 
railroad  through  the  State  of  Nevada  tmd  the  Territory  of  the  Utah, 
at  a  price  exceeding  $100,000  per  mile,  while  the  actual  cost  did  not 
exceed  $25,000  per  mile. 

The  absorption  of  the  investments  of  those  stock-holders  of  the 
Central  Pacific  who  were  not  in  its  direction,  by  the  Directors  of  the 
Company,  under  their  corporate  guise  of  the  Contract  and  Finance 
Co.,  having  rendered  its  name  scandalous  and  a  term  of  reproach,  for 
the  purpose  of  making  away  with  its  records  and  preventing  inquiry 
into  its  affairs,  it  was  disincorporated,  but  it  has  a  worthy  successor 
in  the  corporation  known  as  the  Western  Development  Company, 
which  is  the  responsible  corporation,  Mr.  Huntington  says  the 
Southern  Pacific  Railroad  Co.  has  "  engaged  "  with  to  complete  the 
whole  road  and  turn  it  over  to  the  company  as  each  section  is  built. 

This  Western  Development  Co.  has  its  office  in  the  same  building 
with  the  Central  Pacific  and  Southern  Pacific  Railroad  Companies  ; 
its  officers  and  agents  are  the  employees  of  these  railroad  companies  ; 
and  its  earnings  belong  to,  and  are  divided  between,  Mr.  Huntington 
and  his  associates,  Stanford,  Hopkins  and  Crocker. 

The  simulated  and  colorable  contract  that  has  been  entered  into 
between  the  Southern  Pacific  and  the  Western  Development  Co.,  I 
am  informed,  is  that  the  last-named  company  is  to  receive  $40,000 
in  bonds  of  the  Southern  Pacific,  and  $93,000  in  its  stock  for  each 
mile  of  road  constructed. 

Now,  as  the  whole  cost  of  the  road  is  not  more  than  $25,000  a 
mile,  if  the  public  will  purchase  the  bonds  and  the  stock,  and  pay  for 
them  according  to  Mr.  Huntington's  estimate  of  their  value,  it  must 
be  conceded  that  it  will  be  a  very  profitable  operation  for  the  Hunt- 
ington party,  whatever  the  fate  of  the  unfortunate  purchasers  of  the 
bonds  and  stock  may  ultimately  be. 

A  very  significant  question  naturally  arises — why  these  bonds  are 
being  forced  on  the  market?  The  road  has  been  built  with  the 
earnings  of  the  Central  Pacific,  and  it  is  claimed  that  those  earnings 


belong  to  Mr.  Huntington  and  his  associates,  who  are  also  the" 
owners  of  the  Southern  Pacific  road.  If  these  bonds  form  as  desir- 
able an  investment  as  Mr.  Huntington  represents,  his  party  cannot 
do  better  than  retain  them.  In  this  day  of  cheap  money,  it  would 
seem  to  be  the  very  essence  of  philanthropy  to  sell  such  valuable  securi- 
ties at  a  discount  of  ten  per  cent. 

But  the  explanation  is,  that  just  so  long  as  Mr.  Huntington  and 
his  associates  can  build  roads  at  a  cost  of  $25,000  a  mile,  and,  by 
selling  bonds  at  ninety  cents  on  the  dollar,  can  receive  $36,000  per 
mile,  we  shall  have  "wild  cat"  roads  extended  indefinitely. 

Neither  the  purchased  puffs  of  newspapers  nor  the  issuance  of 
pamphlets,  replete  with  misstatement,  will  furnish  the  means  of  pay- 
ing $2,400  interest  per  annum  on  each  mile  of  a  road  having  so  scant 
a  population  along  its  line  as  has  the  Southern  Pacific,  and  which 
must  compete  at  its  only  centres  of  population  with  business  car- 
ried on  the  ocean. 

In  speaking  of  the  security  afforded  for  the  payment  of  the  bonds 
Mr.  Huntington  says  :  "  Its  present  receipts,  while  its  services  are 
necessarily  devoted  to  construction,  and  while  the  settlements  along 
the  line  are  in  their  infancy,  are  at  the  rate  of  $7,500  per  mile  ope- 
rated, per  annum." 

We  have,  to  refute  this  statement,  the  annual  report  of  the  com- 
pany to  a  period  one  month  later  than  the  date  of  Mr.  Huntington's 
pamphlet. 

At  page  5  of  that  report  we  find  the  number  of  miles  operated  as 
386.65,  and  the  total  earnings  as  $1,780,456.54 — which  is  about 
$4,600  per  mile — and  no  doubt  even  these  figures  are  to  be  taken 
"  cum  grano  salis,"  as  they  were  put  forward  to  aid  in  disposing  of  the 
company's  bonds.  In  these  earnings  we  find  "rental"  $315,427.45, 
which,  I  presume,  is  for  the  ninety-six  miles  of  road  from  Goshen  to 
Caliente,  known  as  the  Tulare  Division,  and  which  was  leased  to  the 
Central  Pacific. 

We  find  it  stated,  in  same  report,  at  page  22,  that  the  earnings  of 
this  portion  of  the  road  were  -----  $296,129.33 
And  operating  expenses,       ------    123,100.00 


Net  earnings,        ------       $173,019.33 

Why  the  Central  Pacific  should  pay  the  Southern  Pacific  $315,- 
427.45  for  the  rental  of  this  leased  road — nearly  $20,000  more 
than  the  gross  earnings,  and  $142,000  more  than  the  net  earn- 
ings— can  only  be  explained  on  the  hypothesis  that  the  Central  Pa- 
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cilic  and  the  Southern  Pacific,  being  held  in  the  same  ownership,  it 
Was  desirable  to  help  the  latter  make  the  best  possible  showing,  so  as 
to  induce  capitalists  to  pm-chase  the  bonds  ;  and,  in  this  connection, 
it  is  not  unfair  to  say  that,  if  ever  the  public  credulity  reaches  the 
point  of  buying  these  bonds,  the  terms  of  the  lease  between  the  two 
companies  will  be  altered,  to  the  disadvantage  of  the  bondholders. 

There  is  also  another  circumstance  in  the  affairs  of  the  company, 
to  which  the  attention  of  intending  investors  should  be  invited. 
The  Board  of  Directors,  as  published  with  the  company's  report  for 
1875,  is  as  follows  :  Charles  Crocker,  Robert  Robinson,  E.  H.  Miller, 
Jr.,  David  D.  Colton,  Stephen  T.  Gage,  J.  L.  Willcutt  and  Nicholas 
T.  Smith. 

The  persons  who  claim  to  be  the  owners  of  this  road,  and  who 
hold  nearly  all  its  stock  (whether  lawfully  or  otherwise  is  a  question 
the  Courts  will  some  day  be  called  upon  to  decide),  are  Leland 
Stanford,  C.  P.  Huntington,  Mark  Hopkins  and  Charles  Crocker. 
Mr.  Crocker  is  the  only  one  who  cames  to  the  front,  and  he  is  Presi- 
dent. Mr.  Stanford  is  the  President  of  the  real  owner  of  the  South- 
ern Pacific  road,  viz  :  The  Central  Pacific  Railroad  Company.  Rob- 
ert Robinson  is  the  Attorney  and  E.  H.  Miller,  Jr.,  is  the  Secretary 
of  the  last-named  corporation.  Messrs.  D.  D.  Colton,  Nicholas  T.  Smith 
and  J.  L.  "Wilcutt  are  in  effect  simply  clerks  of  the  Southern  Pacific, 
although  the  former  bears  the  title  of  Vice-President,  but  it  is  safe 
to  say  that  neither  of  them  has  ever  contributed  anything  to  the 
funds  of  the  association.  Stephen  T.  Cage  is  the  general  adviser  of 
the  members  of  the  Legislatures  of  the  States  of  California  and  Ne- 
vada in  the  interest  of  the  Central  and  Southern  Pacific  Railroad 
companies,  a  person  who  is  known  by  the  comprehensive  term  of 
"  Lobby  Agent,"  and  it  is  fair  to  presume  that  the  capital  of  the 
company  of  which  he  is  advertised  as  Director,  has  not  been  much 
strengthened  from  his  private  resources  ;  in  fact,  the  only  one  of  the 
Board  of  Directors  who  can  be  said  to  be  a  bona  fide  member  thereof, 
is  Charles  Crocker.  Why  the  real  parties  in  interest  have  chosen  to 
put  these  men  in  the  direction  of  the  company  instead  of  taking  the 
positions  themselves,  is  a  point  upon  which  I  am  unable  to  enlighten 
you,  but  it  certainly  subjects  them  to  the  suspicion  of  having  some 
sinister  end  in  view. 

I  think  enough  has  been  said  about  Mr.  Huntington's  book  to 
show  that  it  does  not  contain  that  nice  discrimination  as  to  facts  and 
accuracy  of  statement  which  would  justify  its  being  taken  as  author- 
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ity  by  those  seeking  safe  investment  for  capital,  but  as  a  work  of 
fiction  it  is  entitled  to  the  front  rank,  and  may  be  classed  with  the 
travels  of  Baron  Munchausen  or  Jules  Verne  ;  certainly  we  have  had 
nothing  to  equal  it  in  flights  of  imagination  since  the  prospectus  of 
Mr.  Scadder  on  the  flourishing  town  of  Eden,  so  well  described  by 
Charles  Dickens  in  "  Martin  Chuzzlewit." 

Very  truly  yours, 

ALFEED  A.  COHEN. 

To  Esq., 

New  York. 


The  Central  Pacific 
R.  R.  Debt. 
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THE  CENTRAL  PACIFIC  R.  R.  DEBT. 


CALIFORNIA'S  REMONSTRANCE 

AGAINST  REFUNDING  IT. 


To  the  Senate  and  House  of  Representatives 
of  the  United  States: 

Gentlemen: — In  again  appearing  in  opposition  to  the  passage  by 
Congress  of  a  measure  for  refunding  or  extending  time  on  the  debt  of 
the  Central  Pacific  Company,  we  beg  to  call  to  your  recollection  the 
many  objections  expressed  in  our  memorial  on  behalf  of  the  people  of 
this  State  presented  to  the  last  session  of  Congress  as  well  as  to  the 
following  additional  facts  and  considerations,  some  of  which  have  been 
developed  since  that  memorial  was  presented  and  others  have  been 
suggested  by  the  course  the  discussion  of  the  proposal  has  taken. 

Reversal  of  Established  Congressional  Policy  as  to  Pacific  Roads. 

I.  In  granting  aid  to  the  Texas  Pacific  road  and  to  the  Southern 
Pacific  Railroad  it  was  undoubtedly  the  intention  of  Congress  to 
create  a  southern  route  across  the  continent  which  would  constitute 
a  rival  to  the  central  route,  on  that  side,  as  the  Northern  Pacific 
road  was  designed  to  do  on  the  North.  The  purpose  was  to  give  to 
the  people  of  the  whole  country  the  advantage  of  competition  in  over- 
land transportation.  Without  accurate  knowledge  of  the  extent  to 
which  extortion  in  charges  was  practised  on  the  Central  line  (since 
brought  to  light  by  the  Pacific  Railroad  Commission),  it  was  common 
knowledge  that  the  charges  were  excessively  high,  and  the  creation 
and  maintenance  of  competing  roads  were  recognized  as  necessary. 
Therefore  to  insure  their  construction  and  maintenance  aid  was  liber- 
ally granted  by  Congress.  Independent  of  its  enormous  subvention 
in  bonds,  the  Central  Pacific  Company  received  as  a  donation  of  land 
aggregating,  after  all  deductions,  8,000,000  acres,  worth  at  minimum 
government  price,  $20,000,000,  but  estimated  at  more  by  themselves; 
their  sales  down  to  December  31st,  1882,  having  produced  an  average 
price  of  $4.85  per  acre.  (Vid.  Report  of  December,  1882,  pp.  57,  59.) 
The  Southern  Pacific  land  grant  in  California  amounted  to  10,445,227 
acres,  worth  at  minimum  government  price  $26,113,175,  but  of  which 
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their  own  report  of  December  31st,  1882,  says  "  a  very  large  portion  of 
them  is  choice  agricultural  and  timber  land  and  will  command  a  much 
higher  price."  In  fact  the  subsequent  table  in  same  report  shows  the 
average  price  so  far  to  have  been  $4.38  per  acre.  (An.  report  Decem- 
ber 31st,  1882,  pp.  43,  44,  51.)  This  beneficent  and  well  considered 
policy  of  Congress  in  pursuit  of  which  it  has  so  bountifully  endowed 
these  two  companies  has  been  deliberately  and  formally  set  at  naught 
by  the  managers,  who  to  prevent  the  competition  designed  by  Congress, 
have  leased  the  Central  Pacific  road  for  ninety-nine  years,  from  April 
1st,  1885,  to  the  owners  of  the  whole  stock  of  the  Southern  Pacific  Rail- 
road, and  both  roads  are  thus  put  into  common  management.  The 
proposed  refunding  act  distinctly  confirms  this  lease,  so  far  as  Congress 
has  the  power  to  do  so,  and  threatens  penalties  against  the  abused 
stockholders  of  the  company  should  they  seek  to  avoid  it  as  a  fraud  on 
them!  The  chief  objection  to  it  on  our  part  is  its  direct  hostility  to 
the  deliberate  and  beneficial  policy  of  Congress,  which  it  distinctly  re- 
verses in  the  interest  of  private  parties;  a  minor  one,  not  however  with- 
out weight  is  that  it  aims  to  fasten  on  the  stockholders  of  the  company 
a  lease  by  their  trustees  in  fraud  of  their  rights,  which  they  are  now 
preparing  to  vindicate,  by  legal  proceedings.  This  is  unjust  to  them. 
The  method  b}r  which  the  Central  Pacific  managers  retained  control 
of  the  company  after  parting  with  all  their  interest  will  be  shown 
further  on;  what  is  important  here  is  that  the  real  parties  in  interest 
have  at  last  awakened  to  the  wrong  done  them,  and  are  preparing  to 
claim  their  rights,  and  return  to  the  policy  of  an  independent  exist- 
ence and  operation  designed  by  Congress;  and  this  is  the  moment  at 
which  it  is  proposed  to  enact,  as  in  Section  19  of  the  pending  bill,  S.  B. 
No.  2894, 54th  Congress,  1st  Session,  that  if  this  fraudulent  and  infamous 
lease  be  annulled  or  cancelled,  even  by  decree  of  a  Court,  that  act  shall 
entail  the  immediate  maturity  of  the  whole  debt  due  the  United  States 
at  the  option  of  the  President!  The  government  is  thus  made  to  cast  the 
sword  and  belt  of  Brennus  into  the  scale  wherein  the  defrauded  stock- 
holders are  weighing  the  cost  of  obtaining  justice  against  their  dis- 
honest trustees  !  Surely  Congress  will  shrink  from  enacting  a  law  to 
forbid  people  who  have  been  defrauded  from  seeking  redress  under 
such  a  heavy  penalty  ! 

False  Pretences  to  Congress — Concealment  of  Material  Facts. 

II.  The  indulgence  and  extension  of  time  here  involved  are  asked 
under  false  pretences  the  disengenuousness  of  which  should  forbid 
entertaining  the  proposal.  The  demand  for  time  to  pay  is  based  on 
the  suggestion  of  poverty  on  the  part  of  the  debtor,  whose  earning 
power  it  is  said  cannot  reach  beyond  the  pittance  proposed  to  be  re- 
quired by  the  pending  bill,  but  the  pretense  of  poverty  is  entirely 
false.  The  Central  Pacific  Railroad  Company  is  paying  dividends  to 
its  shareholders  to-day,  with  promise  to  double  them  as  soon  as  the  bill 
passes,  and  it  has  very  large  means,  money  claims,  which  should  be 
called  in  and  applied  to  the  payment  of  its  debts.  Some  of  these  are 
as  follows: 

I.  Claims  against  its  former  directors  and  managers  amounting  to 
many  millions,  for  misappropriation  of  its  funds  and  property  by 
means  of  fraudulent  contracts  and  dealings  with  themselves  through 
the  disguise  of  construction  companies;  the  Contract  and  Finance 
Company,  the  Western  Development  Company,  etc. 
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II.  Claims  of  great  magnitude  against  the  Southern  Pacific  Rail- 
road Company,  its  successful  rival  in  business,  to  be  explained  below. 

III.  Claims  against  its  directors  for  fraudulent  mismanagement 
whereby  its  revenues  have  been  impaired  for  their  own  benefit. 

Of  these  claims  in  their  order.  The  proof  of  the  dividends  paid, 
afterwards. 

I.  Claims  against  its  directors  for  misappropriation  of  funds,  etc. 
The  report  of  the  Pacific  Railroad  Commission  shows  that  the  assets 
and  resources  of  the  Central  Pacific  Railroad  Comjjany  were  diverted 
and  appropriated  to  their  own  private  gain  and  in  fraud  of  the  com- 
pany by  the  original  directors,  Huntington,  Stanford,  Crocker  and 
Hopkins,  through  the  instrumentality  of  construction  companies  and 
gives  approximately  the  amount  stolen.  These  proceedings  are  now 
in  their  outline  familiar  to  all  well  informed  persons,  and  altogether 
the  frauds  practised  in  the  construction  of  the  Pacific  railroads  are 
generally  regarded  as  the  most  disgraceful  public  scandal  in  the 
annals  of  the  country.  No  public  man  has  ever  dared  to  defend 
them,  though  several  were  shown  to  have  profited  by  them,  and  were 
relegated  by  public  opinion  to  merited  obscurity;  they  have  never 
received  even  tacit  condonation  from  Congress,  and  to  pardon  them 
now,  by  extending  the  time  for  payment,  as  if  the  liability  were  an 
ordinary  debt,  would  be  to  affirm  by  act  of  Congress  that  in  the 
judgment  of  that  body  the  acts  in  question  came  up  to  the  standard 
of  morals  properly  applicable  to  the  disbursement  of  public  funds,  in- 
trusted, in  a  moment  of  great  public  peril,  to  the  honor  of  private 
citizens.  Better  by  far  lose  the  whole  amount  of  the  debt  than  affirm 
such  doctrine.  But  the  debt  need  not  be  lost;  every  dollar  of  profit 
gained  by  these  dishonest  directors  can  be  yet  recovered  by  the  com- 
pany or  by  a  receiver  appointed  in  a  foreclosure  representing  the 
interests  of  creditors  and  stockholders.  The  company  has  never 
brought  such  suit  because  its  management  has  ever  been  controlled  by 
the  perpetrators  of  the  frauds  or  those  deriving  from  them.  Individ- 
ual stockholders  have  from  time  to  time  sued  on  behalf  of  the  corpor- 
ation, but  though  vigorously  defended  not  one  of  them  has  been 
allowed  to  proceed  to  judgmeut.  They  have  all  been  compromised  for 
amounts  and  on  terms  which  implicitely  admit  guilt.  "  The  allega- 
tions" say  the  friendly  majority  of  the  Pacific  railroad  commission  in 
their  report  (page  75)  "  contained  in  these  complaints  tvere  such  as  would 
"  compel  men  of  honor,  if  those  allegations  were  false,  to  defend  themselves 
"  at  any  cost.  It  appears  from  the  evidence  that  all  these  suits  were 
"  settled,  and  that  the  stocks  owned  by  the  plaintiffs  were  bought  at  rates 
"varying  from  $400.00  a  share  to  $1,000.00  a  share."  None  of  these 
settlements  however  condone  the  wrongs  done  the  company,  and  no 
statute  of  limitation  has  barred  its  right.  That  right  is  an  asset  of 
great  value,  for  the  responsibility  of  Mr.  Huntington,  individually, 
and  of  the  Crocker  estate,  are  undoubted.  The  latter  has  been  fortu- 
nately kept  undivided  by  transfer  to  a  corporation  composed  of  the 
heirs,  and  is  distinctly  recognisable  in  present  hands. 

II.  and  III.  Claims  against  the  Southern  Pacific  Railroad  Com- 
pany, and  Claims  against  its  own  directors  for  fraudulent  misman- 
agement of  its  business.  These  for  brevity  will  be  treated  together, 
but  to  do  so  requires  some  preliminary  explanations. 


[  4  ] 

The  California  Railroad  Combine — How  Composed — Its  Conti- 
nuity— The  Southern  Pacific  Company. 

It  must  then  be  premised  that  the  management  of  the  Central  Pacific 
road  has  been  substantially  unchanged  from  its  organization  to  the 
present  day.  When  the  personnel  has  varied  the  transfer  has  been  from 
brother  to  brother,  from  father  to  son,  from  uncle  to  nephew,  or  from 
deceased  to  surviving  partners.  There  has  been  an  absolute  continu- 
ity of  design,  system,  policy,  methods  and  practices  from  the  beginning 
so  that  we  may  speak  of  the  management  at  all  times  as  continuous. 
The  form  of  the  combine  remained  unchanged  down  to  1884,  when  it 
took  a  corporate  shape,  as  to  the  "Southern  Pacific  Company." 

The  original  Central  Pacific  combination  consisted  of  Collis  P.  Hunt- 
ington, Leland  Stanford,  Mark  Hopkins,  Charles  Crocker  and  E.  B. 
Crocker.  They  undertook  the  building  and  financing  of  the  Central 
Pacific  road  and  shared  the  profits  equally.  Whether  they  were  tech- 
nically partners  is  disputed  and  not  here  material.  The  last  named 
associate  died  first,  and  as  was  natural  the  survivors  bought  up  his 
interest.  Mark  Hopkins  died  next,  intestate  and  childless;  his  widow 
retained  his  interest  and  took  his  place.  The  others  were  now  growing 
old  and  to  husband  their  energies  the  survivors  sought  a  younger  as- 
sociate to  share  their  labors.  They  sold  an  interest  of  one-fifth  to  David 
D.  Colton  and  took  him  in.  By  this  time  they  had  branched  out  into 
extensions  of  the  Central  Pacific  road,  northward  up  the  Sacramento 
Valley,  and  southward  through  that  of  the  San  Joaquin,  and  building 
the  Southern  Pacific  road.  Colton  was  very  active  in  the  management. 
He  died  however,  quite  suddenly  from  an  accident,  and  as  he  had  not 
been  long  enough  in  the  concern  to  become  an  essential  part  of  it;  and 
left  no  representative  who  could  contribute  the  services  that  he  had 
rendered,  it  became  necessary  to  buy  his  interest.  This  was  done,  quite 
promptly,  but  in  a  manner  and  under  circumstances,  that  led  to  a 
subsequent  action  by  Mrs.  Colton  to  set  aside  the  sale,  and  have  an 
account  taken  of  the  affairs  of  the  concern.  In  the  course  of  this  trial, 
which  was  contested  with  great  obstinacy,  was  brought  to  light  the  corre- 
spondence between  Huntington  and  his  associates  which  has  since 
become  so  famous  (or  infamous).  It  forms  a  part  of  the  transcript  on 
appeal. 

The  Colton  incident  drew  the  attention  of  the  surviving  parties  to  the 
danger  that  menaced  them,  as  their  numbers  continued  to  grow  less. 
If  each  successive  death  were  to  involve  a  purchase  of  the  deceased's 
interest  by  the  survivors,  what  would  be  the  lot  of  the  longest  liver? 
Mr.  Huntington  is  credited  with  the  invention  of  the  idea  of  obtaining 
a  charter  of  incorporation  for  themselves;  surrendering  to  such  cor- 
poration the  shares  of  stock  held  by  the  individuals  in  the  various 
railroad  companies  they  had  formed,  and  taking,  in  exchange  for 
it,  stock  in  the  new  company.  This  plan  was  adopted,  and  a  legisla- 
tive charter  was  obtained  from  the  State  of  Kentucky  for  the  Southern 
Pacific  Company.  The  original  proposal  was  to  have  the  stock  of 
the  new  company  held  equally  by  the  four  remaining  associates, 
viz:  one-quarter  each  by  Stanford,  Crocker,  Huntington  and  Mrs. 
Hopkins;  but  at  the  last  moment  Mr.  Huntington  recurred  to  the 
annoyance  they  had  previously  experienced  from  their  inability  to 
deny  that  the  Southern  Pacific  and  Central  Pacific  Companies  were  in 
fact  composed  of  the  same  individuals  (referred  to  in  his  letters  to  Col- 
ton), and  suggested  taking  in  an  additional  associate,  and  selling  him  a 
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small  interest.  This  was  acceded  to  and  a  fifth  shareholder  taken  in; 
hut  he  presently  tired  of  his  purchase  and  sold  his  shares  to  Hunting- 
ton, or  fell  under  his  control,  and  thus  it  came  about  that  Mr.  Hunt- 
ington united  with  any  one  of  the  other  parties  controls  the  action  of 
the  Southern  Pacific  Company.  Mrs.  Hopkins  having  remarried  in 
her  old  age,  on  her  death  left  a  will  in  favor  of  her  youthful  husband, 
a  Mr.  Searles.  This  gentleman,  having  other  tastes,  has  not  taken 
personal  part  in  the  railroad  management,  and  thus  Mr.  Huntington, 
by  his  acquiescent  cooperation,  has  come  to  wield  the  whole  power  of 
the  Southern  Pacific  Company,  and  his  single  will  reverses  the  delib- 
erate policy  of  Congress  in  pursuance  of  which  it  has  granted  away 
over  a  hundred  million  acres  of  the  public  domain,  10,445,227  thereof 
to  the  Southern  Pacific  Railroad  Company  of  which  he  then  was  and 
practically  still  remains  the  controlling  owner.  Being  a  Kentucky  cor- 
poration, the  Southern  Pacific  Company  organization  is  not  governed  by 
the  laws  of  this  State  wherein  its  business  lies,  and  the  proportional 
representation  of  stockholders  in  the  direction  allowed  by  California  law 
has  no  place.  The  other  parties  in  interest  are  therefore  indebted  to 
the  consideration  of  Mr.  Huntington  for  their  positions  in  the  board, 
and  must  dance  to  such  music  as  he  sees  fit  to  play.  He  is  the  presi- 
dent of  the  company,  and  is  no  "King  Log!"  He  controls  everything, 
and  is  to  all  intents  and  purposes  the  company. 

What  Property  The  Southern  Pacific  Company  Owns. 

It  never  had  any  cash  capital.  The  stocks  held  by  the  organizers 
were  transferred  to  it,  at  some  agreed  prices,  bearing  no  relation  to 
their  actual  value  and  its  stock  issued  in  payment  therefor.  Thus  it 
owns  the  stocks  of  all  the  other  railroad  and  transportation  companies 
which  its  managers  have  from  time  to  time  built  or  purchased,  except 
the  Central  Pacific,  and  nothing  more.  A  few  shares  of  each  are 
placed  in  the  names  of  dummies  in  their  employ,  or  under  their  con- 
trol, to  qualify  them  as  directors  of  the  various  companies,  and  thus 
the  doings  of  these  corporations  are  dictated  and  controlled  by  the 
single  will  which  controls  the  Southern  Pacific  Company.  As  every 
road  whereof  it  owns  the  stock  is  mortgaged  for  far  beyond  its  value 
or  cost,  the  value  of  the  stocks  which  constitute  its  whole  capital  is 
obviously  but  nominal.  Whenever  additional  property  is  acquired,  it 
is  at  once  duly  mortgaged  for  all  it  will  possibly  bear,  and  subject  to 
such  mortgage  transferred  to  or  held  by  the  Southern  Pacific  Company. 

The  Southern  Pacific  Company  chooses  the  directors  and  controls 
the  management  of  alL  these  roads  of  which  it  is  the  lessee;  besides 
owning  the  stock.  It  finances  them  all,  gets  all  their  cash  into  a  com- 
mon purse,  manages  their  sinking  funds,  lending  the  money  of  one  to 
the  other,  and  that  of  the  other  to  a  third,  and  so  round  the  circle  till 
it  comes  back  to  where  it  started,  and  the  whole  thing  becomes  a  mere 
matter  of  book-keeping,  needing  no  unnecessary  and  inconvenient 
payments  of  cash.  The  lease  of  the  various  roads  other  than  the 
Central  Pacific  is  styled  the  "Omnibus  Lease."  It  has  been  lauded  as 
a  method  of  insuring  unity  and  economy  of  management,  etc.  The 
principal  feature  however,  which  a  studious  reader  will  be  apt  to 
recognize  in  it,  is  a  clause,  which  reversing  the  old  rule  or  reserving  a 
rent  to  be  paid  by  the  lessee  to  the  lessor,  provides  that  the  lessees  shall 
have  ten  per  cent  of  the  procedes  of  the  business  for  managing  and  taking 
care  of  the  property  of  the  company  ivhereof  they  own  the  ivhole  stock  ! 
While  the  lessees  continue  to  own  all  the  stock,  this  may  be  harmless; 
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but  whenever  they  shall  put  any  of  those  stocks  on  the  market  and 
succeed  in  making  sales  of  them,  the  purchasers  may  be  expected 
to  discover  its  radical  dishonesty  when  they  find  a  portion  of  the 
stockholders  in  their  capacity  of  lessees,  absorbing  ten  per  cent  of  the 
proceeds  of  the  business  before  leaving  a  cent  for  them. 

Members  of  Congress  should  also  be  informed  that  the  Pacific 
Improvement  Company  (commonly  written  P.  I.  Co.)  is  another  of  the 
Protean  corporate  forms  under  which  these  railroad  managers  mask 
their  operations,  just  as  the  Western  Development  Company  was 
before  it,  and  the  Contract  and  Finance  Company  before  it  in  turn; 
continually  changing  in  name,  ever  the  same  in  fact. 

Returning  from  this  necessary  introduction  of  the  characters  we  come 
to  the  gigantic  fraud  on  the  Central  Pacific  Company,  perpetrated  by 
its  managers  in  1880.  It  consisted  essentially  in  using  the  credit  and 
means  of  that  company  to  build,  for  their  own  benefit,  the  Southern 
Pacific  road  as  a  rival  line,  designed  and  calculated  to  destroy  the 
value  of  the  Central !     The  process  of  this  was  as  follows: 

The  Situation  in  1870.    Commencement  of  the  S.  P.  Road. 

What  is  now  called  the  Southern  Pacific  Railroad  began  with  the 
construction  of  a  road  from  San  Francisco,  80  miles  south  to  Gilroy. 
It  was  completed  in  1869.  Mr.  Huntington  intimates — in  fact  asserts 
— that  it  was  done  by  his  Southern  Pacific  Railroad  Company;  but 
this  is  one  of  those  curious  lapses  of  memory,  to  which  some  persons 
are  subject,  by  which  they  not  only  forget  what  occurred,  but  remem- 
ber exactly  what  did  not!  The  fact  is  neither  he  nor  any  company  he 
was  connected  with  built  a  single  mile  of  it.  It  was  built  by  Peter 
Donahue,  Henry  M.  Newhall  and  Charles  B.  Polhemus,  (the  last  named 
is  still  living)  under  the  corporate  name  of  the  San  Francisco  and  San 
Jose  Railroad  Company,  and  that  of  the  Santa  Clara  and  Pajaro 
Valley  Railroad  Company;  to  build  and  equip  it  cost  about  $1,300,000 
and  it  was  in  use  as  a  local  road.  In  1865  a  ompany  was  organized 
in  San  Francisco,  by  eight  or  ten  gentlemen, — William  T.  Coleman, 
Timothy  Guy  Phelps,  Charles  N.  Fox  and  others,  under  the  name  of 
"  The  Southern  Pacific  Railroad  Company,"  but  it  had  no  actual  capi- 
tal, and  built  no  road;  was  in  fact  a  mere  paper  organization.  There 
was  another  company  organized  in  1870  called  the  California  Southern 
Railroad  Company,  which  was  in  similar  plight.  By  this  time  some 
progress  had  been  made  in  selling  the  shares  of  the  Central  Pacific 
Company,  though  Mr.  Huntington  and  his  associates  continued  to 
retain  its  management.  They  decided  on  building  another  road  which 
by  its  more  advantageous  location,  more  favorable  grades,  and  prefer- 
able approach  to  the  city  of  San  Francisco  direct,  would  be  able  to 
successfully  rival  it  in  business.  With  this  view  they  purchased  from 
Messrs.  Newhall,  Donahue  and  Polhemus,  the  stock  of  the  two  roads 
first  above  mentioned  (from  San  Francisco  to  Gilroy)  and  from  the 
organizers  of  the  second  two  companies  named,  their  good  will  and 
corporate  names,  and  in  October  1870,  consolidated  the  four  companies 
into  one  under  the  name  of  the  "Southern  Pacific  Railroad  Company." 
The  route  designated  was  from  San  Francisco  southwards  through  the 
Santa  Clara  and  Salinas  Valleys,  across  the  coast  range  of  mountains 
into  the  San  Joaquin,  and  up  that  valley,  and  over  the  Tehachapi 
Pass  to  the  Colorado  River.  Its  nominal  capital  was  $30,000,000. 
Its  actual  capital  the  road  from  San  Francisco  to  Gilroy,  and  its 
equipment,  nothing  more,  and  that  mortgaged  for  $968,000. 
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Meantime  the  Central  Pacific  Company  had  constructed  a  branch  of 
its  road  extending  southwards  from  Stockton  up  the  San  Joaquin  Val- 
ley, some  150  miles,  to  a  place  called  Goshen,  a  mere  hamlet — but  the 
point  at  which  the  projected  Southern  Pacific  road  would  intersect  the 
Central.  During  the  winter  months  succeeding  the  purchases  above 
mentioned,  the  parties  succeeded  in  procuring  the  insertion  in  the  Act 
of  Congress  of  March,  1871,  of  a  land  grant  in  favor  of  the  Southern 
Pacific  Railroad  Company,  and  soon  thereafter  began  to  build  from 
Goshen  onwards  towards  the  Colorado  river  and  the  State  line. 

There  was  no  bona  fide  subscription  to  the  stock  of  the  Southern 
Pacific  Railroad  Company,  nor  any  contribution  of  cash  capital.  The 
whole  business  was  managed  through  the  instrumentality  of  a  con- 
struction company  composed  of  the  managers  of  the  road  itself,  who 
were  also  the  trustees  and  managers  of  the  Central  Pacific.  This  con- 
struction company  contracted  with  the  Southern  Pacific  Railroad 
Company  to  build  and  equip  its  road  for  all  the  stock  of  the  company 
and  all  its  bonds.  The  original  intention  was  to  issue  $40,000  of  stock 
and  an  equal  amount  of  bonds  for  every  mile  of  road  built,  but  this 
excessive  capitalization  seems  to  have  been  afterwards  reconsidered 
and  made  somewhat  less. 

They  began  building  the  S.  P.  road  from  Goshen,  above  named, 
southwards,  in  1872,  and  in  that  year  constructed,  say,  21  miles.  In 
1873  they  built  about  20  more,  and  in  1874  some  34  additional,  making 
75  in  all  in  that  valley;  during  the  same  period  they  added  some  81 
miles  to  the  length  of  the  road  from  San  Francisco  to  Gilroy.  This 
was  the  situation  at  the  commencement  of  1875. 

The  Fraud. 

In  July,  1875,  the  Southern  Pacific  Railroad  Company  executed  a 
mortgage  for  $46,000,000  to  trustees,  dated  April  1st  of  that  year,  cov- 
ering the  whole  of  their  road  existing  and  contemplated  (being,  as 
described,  1150  miles  in  length,  or  at  the  rate  of  $40,000  per  mile  of 
road);  a  large  amount  of  these  bonds  was  issued  to  the  construction 
company,  and  the  problem  before  Mr.  Huntington  and  his  associates 
was  to  sell  these  bonds,  and,  until  sales  could  be  effected,  to  give  them 
an  apparent  or  prospective  value,  which  might  meantime  render  them 
available  as  collateral  security. 

People  investing  in  railroad  bonds  naturally  look  at  the  earnings  of 
the  road,  as  a  guide  to  estimate  values;  and  as  the  San  Joaquin  Val- 
ley south  of  Goshen  was  then  quite  unsettled,  and  could  furnish 
neither  freight  nor  passengers  to  the  new  road,  they  determined  to 
make  a  show  of  business  over  it  by  using  the  credit  of  the  Central 
Pacific  Company.  For  this  purpose  they  made  a  lease  dated  Sep- 
tember 1st,  1876,  to  the  latter  company  of  the  branch  of  the  Southern 
Pacific  railroad  extending  from  Goshen  southward  to  the  Colorado 
River,  constructed  and  to  be  constructed,  for  six  thousand  dollars  per 
annum,  for  every  mile  thereof  built  and  ready  for  operation.  The  rent 
would  thus  increase  by  six  thousand  per  annum  with  every  additional 
mile  of  road  built.  From  this  rent,  however,  the  lessees  were  permitted 
to  deduct  $3,000  per  mile  per  annum  for  operating  expenses.  And,  prob- 
ably to  divert  the  attention  of  the  Central  Pacific  stockholders  from 
the  importance  as  well  as  the  dishonesty  of  this  lease,  it  was  made 
terminable  by  a  notice  of  sixty  days,  as  if  it  were  a  mere  temporary 
arrangement.  The  very  circuitous  mode  here  resorted  to  of  reaching  a 
rent  of  $3,000  per  mile  per  annum  naturally  suggests  a  sinister  design, 


[  8  ] 

and  there  was  one  quite  in  harmony  with  the  whole  knavish  proceed- 
ing of  which  it  formed  a  part.  The  object  was  to  enable  the  Southern 
Pacific  railroad  to  appear  in  the  financial  publications  of  the  day  as 
earning  from  this  branch  of  its  road,  while  yet  unfinished  and  without  a 
terminus  at  either  end,  $6,000  per  mile  per  annum,  and  being  operated 
at  fifty  per  cent,  of  its  gross  earnings!  Obviously,  a  road  through  a 
new  country  which,  while  yet  in  an  unfinished  condition — running,  in 
fact,  from  no  place  to  no  place, — could  make  such  a  showing  as  that, 
had  before  it  the  brightest  of  prospects.  The  terms  of  this  fraudulent 
lease,  therefore,  were  arranged  for  the  purpose  of  deceiving  the  public, 
by  holding  out  false  and  delusive  prospects  of  the  earning  capacity  of 
the  road,  and  thus  rendering  the  disposal  of  the  bonds  more  easy. 
The  making  of  this  lease  and  the  particular  form  of  reservation  of 
rent  in  it  were  both  parts  of  a  dishonest  contrivance  to  bolster  up  the 
credit  of  the  Southern  Pacific  Railroad  Company,  at  the  expense  of 
the  Central,  and  to  enable  Messrs.  Huntington  and  associates,  while 
acting  as  directors  and  trustees  of  the  latter  company,  to  hypothecate 
and  afterwards  sell  the  bonds  of  the  former.  It  need  scarcely  be  said 
that  this  constituted  a  gross  fraud  on  the  Central  Pacific  Company 
and  its  stockholders,  and  that  under  our  law,  as  under  that  of  all 
civilized  countries,  the  last-named  company  is  entitled  to  recover  from 
its  dishonest  trustees  all  gains  and  profits  of  every  kind  derived  from 
it,  and  this  without  any  participation  in  or  allowance  for  their  labor 
or  risk  in  the  venture. 

The  disgraceful  history  of  this  issue  of  bonds  of  the  Southern 
Pacific  R.  R.  Co.  is  not  yet  all  told,  nor  the  published  evidence  of  the 
fraudulent  design  exhausted.  They  were  inscribed  on  the  stock  list 
and  offered  on  the  New  York  exchange;  bids,  offers,  washed  sales  and 
all  means  (even  down  to  a  fictitious  sale  of  a  lot  of  them  under  an 
execution)  were  resorted  to  to  give  them  currency,  but  without  success; 
the  gudgeons  of  Wall  Street  refused  to  bite;  and  down  to  March,  1880, 
the  bonds  remained  in  the  hands  of  the  construction  company,  unsold 
and  practically  unsaleable. 

About  the  period  last  mentioned,  Messrs.  Speyer  &  Co.,  a  firm  of 
bankers  in  New  York,  pointed  out  the  weak  spot  in  Mr.  Huntington's 
case  to  him;  it  consisted  in  the  right  to  terminate  the  lease  by  sixty  days'1 
notice,  and  they  offered  if  that  defect  were  remedied  to  their  satisfac- 
tion to  take  up  the  loan  and  float  the  first  ten  million  of  the  bonds  at 
a  price  agreed  on.  They  agreed  to  take  two  millions  of  them  at  ninety, 
and  got  an  option  of  eight  more.  As  if  to  emphasize  the  fraud  on  the 
Central  Pacific  Company,  and  illustrate  it,  if  possible,  more  clearly, 
the  bankers  insisted  on,  and  Messrs.  Huntington  &  Co.  consented  to  a 
modification  of  the  lease  to  the  Central  Pacific  Company,  whereby  it 
was  made  to  continue  in  force  absolutely  for  five  years,  and  thereafter, 
until  the  Southern  Pacific  should  have  extended  its  road  so  far  as  to  con- 
nect directly  by  rail  with  the  railroad  system  of  the  Atlantic  side,  not  ex- 
ceeding ten  years  in  all.  This  modification  of  the  iease  was  made  and 
executed  early  in  1880,  and  the  preliminaries  having  all  been 
arranged,  and  the  comedy  fully  rehearsed,  there  appeared  on  the 
morning  of  March  9,  1880,  and  the  three  following  days,  in  the  "  New 
York  Tribune,"  an  advertisement,  announcing  that  subscriptions 
would  be  opened  on  the  11th  of  that  month,  and  closed  on  the  12th, 
ill  New  York,  Boston,  Frankfort-on-Main,  London,  Amsterdam,  and 
Berlin,  for  ten  million  dollars  of  six  per  cent,  first  mortgage  bonds  of 
the  Southern  Pacific  Railroad  Company  (describing  them),  offers  to  be 
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made  to  certain  banking  houses  of  those  cities  respectively.  This  ad- 
vertisement was  conspicuously  displayed,  and  among  the  inducements 
offered  were  that  the  bonds  "  were  secured  by  a  first  mortgage  on  the 
railroad  and  telegraph  line,  rolling  stock,  fixtures,  land  and  franchises 
of  the  Southern  Pacific  Railroad  of  California."  That  the  total  length 
of  the  projected  road  was  1,150  miles  (specifying  how  made  up),  "of 
which  712  miles  were  completed  and  in  operation,"  divided  into  the 
Northern  and  Southern  divisions,  the  former  extending  from  San 
Francisco  to  Soledad,  and  from  Carnardero  to  Tres  Pinos,  in  all  161 
miles,  and  the  latter  from  Huron  to  Yuma  (with  a  branch  of  the  road 
from  Los  Angeles  to  Wilmington),  in  all  551  miles,  and  interesected 
at  Goshen  by  the  San  Joaquin  branch  of  the  Central  Pacific  road. 
That  the  net  earnings  of  the  southern  division  (through  rental  to 
C.  P.  R.  R.  Co.), 
were  in  1878 $1,656,360- 00 

"      "      "     1,635,554  93 

that  the  San  Joaquin  Valley  Branch  of  the  Central  Pacific  Railroad 
furnished  the  Southern  Division  with  an  outlet  both  to  San  Francisco 
and  eastward  over  the  main  line  of  the  Central  Pacific  Rail- 
road, and  that  "  in  view  of  common  interests  the  Central  Pacific  Rail- 
"  road  Company  had  taken  a  lease  of  the  Southern  Division  of  the 
"  Southern  Pacific  Railroad  of  California,  fur  a  period  of  not  less 
"  than  five  years,  from  January,  1880,  and  by  the  terms  of  the  lease  ij 
"  a  railroad  is  not  completed  in  five  years  from  that  date,  so  that 
"  there  is  a  connection  of  the  Southern  Pacific  Railroad  of  California 
"  with  the  eastern  system  of  railroads  on  what  is  known  as  the  82nd 
"  parallel  line,  the  lease  shall  be  extended  until  such  connection  is 
"  made;  provided  such  extension  does  not  exceed  five  years  longer,  or 
"  ten  years  in  all  from  January,  1880.  That  by  the  terms  of  the  lease 
"  the  net  rental  agreed  to  be  paid  during  the  continuance  of  this  lease 
"  and  any  extention  thereof  shcdl  be  $250.00  per  month,  or  $3,000.00 
"  per  year  per  mile  (being  at  present  on  about  551  miles,  equals  about 
"  $1,650,000.00  annual  rented),  '  and  if  for  any  cause,  it '  shall  be  re- 
"  duced  by  mutual  consent  of  the  parties,  that  the  annual  amount  oj 
"  such  rental  reduced  shall  at  least  be  sufficient  to  pay  all  the  interest 
"  that  has  been  or  may  be  agreed  to  be  paid  in  any  one  year  on  any 
"  bonds  of  the  Southern  Pacific  Railroad  Company  of  California, 
"  outstanding  during  the  continuance  of  this  lease." 

The  modifications  in  the  terms  of  the  lease  indicated  in  this  adver- 
tisement seem  to  have  been  all  that  was  required  by  the  bankers,  and 
promptly  after  the  time  for  closing  the  bids,  without  waiting  to  hear 
from  London,  Frankfort-on-Main,  Amsterdam  or  Berlin,  it  was  an- 
nounced that  the  whole  block  of  bonds  had  been  taken  by  Messrs. 
Speyer  &  Co.,  and  thereafter  they  were  gradually  peddled  out  on  the 
New  York  market  and  ultimately  found  buyers.  The  sales  of  these 
bonds  thus  introduced  in  the  stock  exchange  by  the  credit  of  the  Cen- 
tral Pacific  Company  aggregated  over  $32,000,000  and  at  an  (estimated) 
average  price  of  about  95  per  cent.  The  sales  from  the  land  grant 
obtained  by  the  building  of  the  road  have  amounted  to  over  ten  million 
dollars,  and  much  remains  unsold.  All  these  large  sums  should  be 
accounted  for  to  the  Central  Pacific  Company  as  the  fruits  of  the  fraud. 
Thus  the  dishonest  directors  of  the  Central  Pacific  road  procured  the 
means  for  constructing  the  Southern  Pacific,  which  by  its  shorter  mile- 
age between  the  oceans,  its  easier  grades,  and  the  preference  given  it 


[  10] 

in  the  routing  of  freight,  has  been  almost  the  ruin  of  the  Central  Pacific. 
To  ensure  the  disastrous  result  however,  the  managers  determined  to 
cut  off  its  local  freights  also,  and  to  this  end  constructed  (in  the  names 
of  companies  ultimately  consolidated  with  the  Southern  Pacific)  a  sub- 
stantially parallel  road  through  the  San  Joaquin  Valley  on  each  side 
of  the  Central,  ready  to  intercept  every  pound  of  freight  approaching 
it  on  either  side! 

Other  Frauds  in  Central  Pacific  Management. 

1.  We  have  already  mentioned  the  ninety-nine  year  lease  of  the 
Central  Pacific  road  to  the  Southern  Pacific  Company  (of  Kentucky). 
Considering  the  relative  positions  of  the  several  parties,  the  ownership 
by  the  lessees  of  the  whole  stock  of  the  rival  road  and  that  of  the 
Southern  Pacific  Company's  stock  by  those  managing  the  Central 
Pacific  direction,  it  cannot  be  doubted-  that  this  lease  would  be  pro- 
nounced by  any  court  of  equity  a  gross  fraud  on  the  Central  Pacific 
Company.     Its  ruinous  character  is  obvious. 

We  will  not  dwell  on  the  diversion  of  traffic  from  the  Central  to  the 
Southern  route,  though  the  loss  of  revenue  by  the  former  from  that 
cause  must  have  been  enormous.  Owning  all  the  stock  of  the  one 
road  and  having  no  interest  in  the  other,  while  they  managed  both,  it 
was  perhaps  but  natural  for  such  parties  to  favor  their  own  road  at 
the  expense  of  the  other.  The  power  to  do  so  was  obviously  a  princi- 
pal motive  for  the  ninety-nine  year  lease,  the  terms  of  which,  it  may 
be  remarked,  left  them  at  liberty  to  change  the  rent  from  time  to  time 
practically  at  discretion.  To  assert  that  they  exercised  with  imparti- 
ality great  powers  so  dishonestly  obtained  would  be  to  invite  derision,- 
not  belief.  The  Kentucky  corporation  as  lessee  of  both  roads  did  the 
carrying,  issued  the  bills  of  lading,  etc.,  so  that  unless  the  shipper 
took  special  pains  (for  which  there  was  rarely  a  motive)  to  expressly 
direct  his  freight  sent  over  the  Central  route,  it  was  at  the  discretion 
of  the  carriers,  and  naturally  went  by  the  Southern.  The  arrange- 
ment of  time  schedules,  greater  promptness  in  delivering  freight,  adjust- 
ing reclamations,  and  like  considerations,  helped  to  determine  the 
choice  of  shippers  in  the  same  direction.  The  revenues  of  the  Central 
Pacific  road  rapidly  fell  off,  and  its  dividends  went  down  to  three  and 
two  per  cent.,  and  finally  to  zero. 

2.  Formany  years  after  the  completion  of  the  Central  Pacific  road, 
its  managers  were  the  largest  borrowers  of  money  in  the  San  Francisco 
market,  and  large  borrowers  wherever  they  could  obtain  it.  Any  per- 
son having  a  sum  of  any  magnitude  to  loan  could  have  from  them  the 
note  or  the  endorsement  of  the  Central  Pacific  Railroad  Company. 
None  of  this  money  was  for  the  use  of  the  Central  Pacific  Company,  but 
for  that  of  the  managers;  yet  the  credit  of  the  Central  Pacific  Company 
was  strained  to  the  utmost  to  procure  it.  An  ordinary  broker's  com- 
mission on  these  loans  of  credit  would  amount  to  a  large  fortune. 

It  would  be  difficult  to  put  a  limit  to  the  recovery  which  the  Central 
Pacific  Company  is  entitled  to  from  its  dishonest  managers  and  its 
rivals  for  these  frauds,  which  are  probably  but  specimens,  of  which 
there  are  plenty  more  to  be  brought  to  light  by  a  proper  investigation. 
This  seems  to  be  the  most  appropriate  place  to  account  the  latest 
chapter  of  Central  Pacific  history,  which  has  indeed  something  of  the 
grotesque  about  it. 

IV.  The  appeal  to  Congress  to  refund  the  debt  at  a  low  interest  is 
made  on  the  suggestion  of  inability  to  pay.     Hon.  Grove  L.  Johnson, 
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of  the  House  of  Representatives,  published,  during  the  recess  of  Con- 
gress, a  long  letter  defending  the  pending  measure,  substantially  on 
that  ground.  He  thought  that  at  any  higher  rate  of  interest  than  two 
per  cent,  the  company  could  not  pay  the  debt  without  rates  of  freight 
that  would  be  ruinous  to  California  shippers.  He  could  not  have  been 
aware  when  he  did  this — in  fact  few  would  listen  with  patience  to  such 
an  argument,  if  they  were  aware, — that  at  the  very  time  Mr.  Huntington 
is  'posing  the  company  before  Congress  in  forma  pauperis,  he  has  been  pay- 
ing the  stockholders  dividends  on  their  shares  and  is  under  promise  to 
double  the  same  as  soon  as  the  refunding  bill  has  been  passed.  The  pay- 
ment of  this  dividend  has  not  had  any  publicity,  has  in  fact  been 
practically  a  secret,  but  it  is  the  fact,  and  the  history  and  proof  of  it 
are  about  as  follows: 

The  Secret  Dividends  of  1895, 1896,  and  How  Brought  About. 

It  is  known  that  the  great  bulk  of  the  Central  Pacific  stock  is  held 
in  England.  It  was  sold  to  English  purchasers  between  1875  and 
1890  by  the  device  of  paying  large  dividends  on  it  while  at  the  same 
time  the  sellers  were  building  the  Southern  Pacific  road  to  take  away 
its  business  as  above  related.  The  Englishmen  were  deterred  from 
transferring  their  shares  to  their  own  names  by  the  artful  suggestion 
of  individual  liability  for  corporate  debts,  and  more  especially  for  the 
Government  subsidy  bonds  under  California  law.  Their  holdings 
were  therefore  represented  by  certificates  in  the  names  of  former 
holders,  endorsed  in  blank.  To  facilitate  concealment  of  ownership  a 
form  of  certificates  was  invented,  with  dividend  coupons  attached;  so 
that  the  holder  need  not  a  receipt  for  his  dividends  or  even  present 
himself  to  get  them.  No  one  could  know  his  identity  except  the 
banker  with  whom  he  deposited  his  coupons.  These  former  holders 
were  employees  of  the  company  to  whom  the  managers  had  trans- 
ferred their  shares  in  lots  of  ten,  twenty,  thirty,  fifty,  one  hundred, 
two  hundred,  three  hundred,  and  five  hundred  shares,  which,  being 
endorsed,  passed  from  hand  to  hand  by  delivery  only.  Proxies  for 
voting  were  taken  in  all  cases  from  these  employee-shareholders ',  which  as 
the  stock  remained  on  the  companies'  books  in  their  names  have  enabled 
the  sellers  ever  since  to  elect  the  directors  and  control  the  management  of 
the  company.  Dividends  paid  under  a  former  arrangement  ceased 
some  two  years  since,  and  after  a  period  of  waiting,  the  English- 
men became  dissatisfied  with  the  management,  and  after  meetings 
and  consultations  despatched  to  this  country  Sir  Rivers  Wilson, 
to  investigate,  threaten,  and  get  what  he  could  for  them  from  the 
directors  of  the  company.  Sir  Rivers  came  to  California,  interviewed 
the  officers  of  the  company,  made  his  examinations,  etc.,  and  was  re- 
ported in  the  papers  after  his  return  to  the  East  as  having  arrived  at  a 
compromise  with  Mr.  Huntington,  the  President  of  the  Southern  Pacific 
Company  After  this  settlement  he  was  reported  in  the  press  as  pro- 
ceeding to  Washington  and  there  contributing  his  effort  in  favor  of  the 
refunding  bill  of  last  session.  On  his  return  to  England,  the  results 
of  his  mission  was  communicated  to  his  constituents,  with  the  recom- 
mendation that  they  transfer  their  shares  to  their  own  names,  and 
take  the  control  of  their  own  property.  The  substance  of  his  negotia- 
tion soon  became  known  on  the  London  stock  exchange,  where  the 
shares  were  dealt  in,  and  the  London  "  Economist,"  a  financial  journal 
of  high  standing,  noticed  the  matter  as  one  of  public  interest,  in  its 
issue  of  March  23rd,  1895,  in  the  following  terms: 
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From  the  "  Economist"  (London),  March  23d,  1895,  page  385. 
The  Position  of  the  Central  Pacific. — Some  slight  compensation  it 
"  appears  Mr.  C.  P.  Huntington  is  willing  to  make  to  the  Central 
"  Pacific  shareholders,  since  he  has  stated  through  Sir  Rivers  Wilson 
"  that  he  will  undertake  to  pay  one  per  cent,  per  annum  in  the  shape 
"  of  dividends  until  '  satisfactory  legislation  has  been  obtained  for  the 
"  adjustment  of  the  company's  debt  to  the  government,'  after  which 
"  rather  vague  date,  two  per  cent,  per  annum  is  to  be  paid  for  the 
"  period  of  two  years,  during  which  the  shareholders  will  have  time  to 
"  review  their  position,  and  to  consider  the  advisability  of  endeavoring 
"  to  effect  an  arrangement  or  a  more  permanent  and  more  profitable 
"  character.  Sir  Rivers  Wilson  takes  the  same  view  of  the  position  of 
"  the  company  as  that  of  the  Economist,  and  indeed  that  of  most  of  those 
"  who  have  considered  the  facts.  The  Central  Pacific  is  at  present  in 
"  the  grasp  of  the  Southern  Pacific,  which  is  virtually  Mr.  Huntington 
"  in  what  may  be  termed  a  corporate  form;  it  would  have  remained  a 
"  profitable  undertaking  if  the  present  lessees  had  not  worked  its  ruin. 
"  In  the  future  probably  it  can  be  best  worked  in  connection  with  the 
"  Southern  Pacific,  provided  equitable  terms  can  be  arranged;  and 
"  finally  as  there  is  nothing  really  to  fear  in  the  theoretical  liability 
"  on  the  shares,  holders  should  at  once  without  delay,  register,  so  as  to 
"  make  their  voting  power  efficient.  If  that  be  done,  and  if  terms  can 
"  be  made  with  the  government,  English  investors  may  ultimately 
"  surfer  less  loss  than  once  appeared  probable.  They  will  however, 
"  have  to  be  very  careful  in  approaching  Congress.  They  must  re- 
"  member  that  they  have  no  claim  to  anything  save  that  which  is 
"  given  by  the  strict  letter  of  the  law.  If  they  have  been  swindled  by 
"  the  'bosses'  in  control  of  the  Company,  which  is  often  alleged,  not 
"  only  have  many  others  suffered  in  the  same  way,  but  few  have  been 
"  guilty  of  so  much  contributory  negligence.  It  has  also  to  be  remem- 
"  qered  that  if  the  shareholders  have  not  fared  well,  the  United  States 
"  government  made  a  bad  bargain  over  the  subsidy  which  it  granted 
"  to  the  Central  and  Union  Pacific  Companies.  And,  of  course,  it  is 
"  scarcely  necessary  to  assert  that  the  fact  of  the  credit  of  the  United 
"  States  having  so  greatly  improved  is  no  reason  whatever  why  one  of 
"  its  debtors  whose  credit  has  not  improved,  to  put  it  mildly,  should 
"  get  free  from  the  obligation.  As  a  matter  of  fact,  the  American 
"  government,  does  not,  we  think,  want  to  foreclose,  for  simply  as  a 
"  question  of  expediency,  that  would  be  unadvisable,  and  therefore  if 
"  the  Company  sues,  as  it  is  bound  to  do  in  forma  pauperis,  Congress 
"  will  probably  come  to  some  fair  arrangement  despite  the  apparently 
1,1  hostile  position  which  it  has  recently  assumed." 

Four  weeks  after  the  publication  of  this  article,  Mr.  Huntington  re- 
plied to  it  under  his  own  signature,  as  follows: 

Mr.  Huntington's  Reply. 

From  the  "Economist"  of  April  20th,  1895,  page  519. 
"  Mr.  Huntington  and  the  Central  Pacific  Railroad. — To  the 
"  Editor  of  the  Economist;  Sir: — Some  one  has  sent  me  a  clipping 
"  from  your  issue  of  March  23d.  The  Economist  has  been  sent  to  me 
"  occasionally  for  years,  and  I  have  heretofore  considered  it  one  of  the 
"  best  financial  papers  published  in  England.  That  being  so  I  do  not 
"  think  its  editor  would  knowingly  do  any  individual  or  corporation 
"  wrong. 
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"  I  was  the  principal  factor  in  building  the  Central  Pacific  road; 
"  that  is  I  organized  the  company,  and  sold  all  the  securities,  I  believe 
"  I  intended  to  deal  fairly  with  all  people  having  dealings  with  the 
"  company,  and  I  believe  I  have  done  so. 

"  The  Government,  as  you  know,  granted  aid  to  two  other  lines — 
"  the  Northern  Pacific  and  Atlantic  and  Pacific  (Atchison  Topeka  and 
"  Santa  Fe) — -which  not  only  divided  the  tonnage,  but  cut  down  the 
"  rates;  and  later  other  roads  were  built,  so  that  there  are  now  sub- 
"  stantially,  seven  roads  crossing  the  continent,  when  one  double 
"  track  railroad  could  do  all  the  business  that  is  being  done,  and 
"  much  more,  without  any  particular  inconvenience. 

"  If  any  body  has'  any  charge  to  make  of  any  particular  thing  that 
"  I  have  done  that  was  unfair,  I  would  like  to  have  him  tell  me  what 
"  it  is.  No  one  up  to  this  time  has  told  me,  or  intimated  that  there 
"  was  any  particular  charge,  but  in  a  general  way,  some  of  the  Cali- 
"  fornia  newspapers  and  some  of  the  discharged  employees  have  been 
"  wildly  throwing  words  into  the  air  to  the  effect  that  something  had 
"  been  done  somewhere  or  at  some  time,  but  they  do  not  state  where  or 
"  how. 

"  The  Central  Pacific  should  have  cost  twice  as  much  to  build  as  any 
'*  other  road  did,  as  the  physical  obstructions  to  overcome  were  much 
"  greater,  and  all  the  cost  of  construction,  for  grading,  timber  work, 
"  such  as  the  bridges,  ties,  etc. — in  fact,  everything  that  was  furnished 
"  in  the  building  of  the  road,  excepting  rails,  fastenings  and  rolling 
"  stock,  was  paid  for  in  gold  in  the  sixties,  when  gold  was  at  a  high 
"  premium.  The  coal  we  had  to  use  as  fuel,  cost  us  for  many  years 
"  an  average  of  over  eight  dollars  a  ton,  which  is  immensly  more  than 
"  it  cost  the  other  aided  roads,  and  still  the  Northern  Pacific  is  in  the 
"  hands  of  a  receiver,  I  believe  for  the  second  time,  the  Atchison 
"  Topeka  and  Santa  Fe  (Atlantic  and  Pacific),  is  in  the  hands  of  re- 
"  ceivers  for  the  second  time,  and  the  Texas  Pacific,  I  think,  has  been 
"  in  the  hands  of  the  receiver  three  times;  whilst  the  Central  and 
"  Southern,  I  believe  have  paid  all  their  debts,  and  I  have  no  doubt 
"  will  be  able  to  do  so  in  the  future,  with  the  exception  of  the  debt 
"  owing  to  the  Government,  upon  which  it  is  hoped  Congress  will  grant 
"  an  extension  at  a  low  rate  of  interest,  such  as  the  companies  can 
"  meet  and  still  pay  something  to  the  shareholders. 
"  I  am  very  truly  yours, 

"  C.  P.  Huntington. 

"  New  York,  April  3rd,  1895." 

Mr.  Huntington,  it  will  be  seen,  does  not  deny  the  correctness  of  the 
Economist's  statement  of  the  agreement,  but  pleads  in  confession  and 
avoidance,  that  he  was  the  chief  factor  in  building  the  road  and  sold 
all  its  securities,  and  that  he  has  not  put  it  in  the  hands  of  a  receiver, 
he  adds  that  he  has  not  been  informed  of  any  specific  charges  of  mis- 
conduct against  himself.  This  defense,  so  far  as  it  goes,  is  partly 
true.  Mr.  Huntington  has  not  put  the  road  into  the  hands  of  a  re- 
ceiver, probably  because  he  preferred  to  receive  himself.  But  he 
does,  by  his  eloquent  silence,  distinctly  confess  that  to  pacify  the 
English  stockholders,  represented  by  Sir  Rivers  Wilson,  he  agreed 
with  that  gentleman  that  they  should  be  paid  in  the  shape  of  divi- 
dends on  their  stock  one  per  cent,  per  annum  until  satisfactory  legis- 
lation has  been  obtained  for  the  adjustment  of  the  company's  debt  to 
the  government,  "after  which  two  per  cent,  per  annum  should  be  paid 
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for  two  years  more,"  to  permit  the  shareholders  to  review  their  posi- 
tion and  consider  the  advisability  of  endeavoring  to  effect  an  arrange- 
ment of  a  more  permanent  and  profitable  character.  These  state- 
ments can  leave  no  doubt  of  the  agreement  with  Sir  Rivers  Wilson,  but 
they  are  at  the  moment  of  writing  confirmed,  if  confirmation  were 
needed,  by  an  interview  with  Col.  C.  F.  Crocker,  Vice-President  of  the 
Southern  Pacific  Company,  published  in  the  San  Francisco  "Chron- 
icle" of  December  2nd,  1896,  wherein  he  says:  "The  Central  Pacific 
is  not  on  velvet,  but  it  is  not  in  the  depths  of  despair  into  which  the 
Northern  Pacific  has  fallen,  and  the  stockholders  have  been  receiving  a 
small  dividend  every  year,"  The  payment  of  this  secret  dividend  is 
then  established. 

Amount  of  this  Largess — By  Whom  Paid,  and  Why— Falsifying 
Annual  Reports  to  Conceal  It. 

To  pay  a  dividend  of  one  per  cent,  on  the  stock  of  the  Central  Pa- 
cific Company  requires  $672,000  dollars,  an  amount  too  large  to  be 
overlooked  by  a  slip  in  book-keeping,  or  to  be  easily  concealed  under 
some  general  head.  And  the  question  whence  comes  the  money 
wherewith  they  are  paid  is  not  without  importance;  for  these  great 
railroad  companies,  whether  we  regard  them  as  quasi-public  corpora- 
tions, or  as  organized  solely  for  private  gain,  are  certainly  exercising 
great  public  franchises  and  trusts  which  affect  large  numbers  of  peo- 
ple. They  publish  annual  reports  of  their  dealings  and  business,  on 
the  truth  of  which-  millions  of  dollars  are  invested,  frequently  the 
funds  of  unprotected  and  helpless  people,  and  even  legislation  is  pre- 
dicated. The  publication  of  falsehood  or  the  suppression  of  truth  in 
such  reports  is,  therefore,  an  offence  against  public  morals  of  the 
gravest  sort,  which  not  even  the  most  devoted  partisan  would  venture 
to  defend,  or  propose  to  condone.  We  have  searched  the  annual  reports 
of  the  Southern  Pacific  Company  and  of  the  Central,  both  those  made 
under  oath  and  laid  before  the  State  Railroad  Commissioners,  and 
those  printed  by  themselves  for  public  information,  without  being 
able  to  find  one  word  on  these  dividends  or  any  allusion  to  them;  the 
inference  seems  inevitable  of  an  intent  to  conceal  them  from  Congress 
and  the  public.  Surely  the  Congress  of  the  United  States  will  exact 
from  applicants  for  its  bounty,  at  least  the  homage  of  respect  for 
truth,  in  the  representations  on  which  it  is  called  on  to  act!  The 
payment  or  amount  of  these  dividends  is  not  of  so  much  importance 
as  the  duplicity  and  falsehood  of  the  managers  which  it  reveals.  And 
the  question  comes  right  home  to  Mr.  Huntington,  personally,  for  the 
bargain  was  made  with,  and  the  promises  made  by  him,  and  the  reports 
from  which  it  is  suppressed  bear  his  signature,  and  are  distributed  by 
himself  and  with  his  sanction.  Failing  to  disclose  the  truth  in  a 
matter  so  material,  their  statements  and  those  of  their  authors  must 
be  justly  discredited  in  everything. 

Denied  authoritative  information  as  to  the  motives  for,  or  the  source 
of  this  extraordinary  dividend,  which  was  paid  to  the  stockholders 
without  being  earned  by  the  company,  declared  by  the  board  of 
directors  or  shown  on  the  books  of  account,  we  are  driven  to  conjec- 
ture; and  the  suggestion  arises  that  they  may  be  paid  by  one  or  more 
of  the  guilty  directors  or  other  persons  interested  in  placating  the  dis- 
satisfied stockholders  and  passing  the  refunding  bill.  This  conjecture 
is  not  without  probability,  and  if  accepted,  public  opinion  wTill  not  be 
apt  to  hesitate  long  as  to  the  name  of  the  distributor  of  such  lavish 
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largess  or  in  conjecturing  its  motive.  A  settlement  made  with  the 
United  States,  embodied  in  an  Act  of  Congress,  which  at  the  same 
time  condones  so  many  and  ouch  monstrous  frauds,  ensures  his  South- 
ern Pacific  road  for  eighty-eight  years  to  come  against  the  competi- 
tion of  the  Central  Pacific  road,  and  gives  to  his  dishonest  ninety-nine 
years  lease  the  sanction  of  the  law  of  the  land,  may  well  be  worth  double 
or  treble  the  sum  required  to  pay  these  dividends — say  $4,032,000. 

Another  probable  conjecture  is  that  the  arrangement  is  designed  to 
permit  the  English  stockholders  to  sell  out  their  holdings  and  shift 
the  loss  on  other  victims,  which  perhaps  two  years'  time  with  dividends 
meantime  at  two  per  cent,  per  annum,  may  enable  them  to  do.  Such 
a  course  may  seem  to  them  preferable  to  litigation  with  an  adversary 
whom  they  have  been  led  to  believe  the  only  man  capable  of  handling 
the  U.  S.  Congress,  and  who,  if  this  measure  passes,  will  readily  be 
credited  with  like  power  to  "  handle  "  the  President,  and  thus  capable 
of  calling  down  on  them  the  thunders  of  Olympian  Jove  in  the  shape 
of  an  executive  option  to  call  in  the  debt  the  instant  if  they  dare  to 
attack  the  lease  which  has  been  their  ruin. 

In  any  case  for  Congress,  in  face  of  the  revelations  here  made,  to  pass 
a  refunding  act  based  as  all  such  propositions  are,  on  the  supposed 
inability  of  the  company  to  pay  its  debt — without  a  previous  clear 
explanation  and  understanding  of  this  transaction,  whether  it  repre- 
sents dividends  or  hush-money,  would  be  to  put  itself  in  the  position 
of  appearing  as  either  the  dupe  of  designing  men  or  their  instrument 
in  deceiving  others.  Neither  position  very  desirable,  or  consistent  with 
its  own  honor  and  dignity. 

Other  Assets  of  the  Central  Pacific  Company. 

There  are  other  assets  of  the  Central  Pacific  Company  which,  though 
not  of  such  magnitude  as  those  mentioned,  should  not  be  lost  sight  of. 
Among  these  there  is  a  mortgage  made  April,  1889,  for  $16,000,000 
under  which  the  latest  report  shows  $12,283,000  bonds  issued.  This 
mortgage  covers  a  variety  of  scattered  properties,  the  most  important 
being  the  land  in  Mission  Bay,  San  Francisco  (30  acres),  granted  by 
the  Legislature  in  1868,  for  terminal  purposes,  and  since  enlarged  by 
the  closing  of  streets  to  nearly  fifty.  The  variety  of  properties 
included  in  the  mortgage  suggests  the  intent  to  cover  everything 
the  company  had  left  not  specifically  and  safely  covered  before. 
These  bonds  have  never  made  their  appearance  on  the  stock-exchange 
nor  been  dealt  in  by  the  public.  The  fact  that  an  action  was  com- 
menced by  the  Attorney  General  to  vacate  the  patent  for  the  Mission 
Bay  lands,  soon  after  its  issue,  which  has  been  pending  ever  since, 
would  be  quite  sufficient  to  prevent  their  sale  to  real  investors,  and 
hence  it  is  perfectly  safe  to  assume  that  these  $12,283,000  bonds  are  in 
the  hands  of  the  old  directors,  under  the  name  of  some  one  of  their 
numerous  companies.  There  is  no  probability  that  they  could  pass 
an  investigation  as  to  their  origin  or  consideration  (issued  in  all  prob- 
ability to  themselves  under  the  name  of  a  construction  company,  in 
their  usual  way),  and  investigation  should  be  made,  that  the  terminal 
grounds  may  be  preserved  to  the  company  for  the  uses  designed,  not 
converted  to  private  uses  for  warehouse  property  on  which  it  will 
hereafter  have  to  pay  rent  to  its  former  directors  and  their  heirs  and 
assigns  forever. 

Another  item  of  much  less  amount  than  that  last  mentioned 
which  might  be  profitably  investigated,  rather  perhaps  as   illustra- 
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tive  of  the  methods  of  these  people  and  the  character  of  these  annual 
reports  on  the  presumption  of  the  accuracy  of  which,  Congress  is  asked 
to  act,  relates  to  one  of  the  sinking  funds  of  the  Central  Pacific  Com- 
pany, and  the  story  as  derived  from  the  reports  themselves  is  about  as 
follows: 

When  Messrs.  Huntington  and  associates  commenced  the  railroad 
business,  being  somewhat  inexperienced,  they  appointed  trustees  to 
manage  their  sinking  funds,  and  for  the  Central  Pacific  Land-grant 
mortgage  of  1870,  two  gentlemen  were  named  of  known  responsibility 
and  wealth.  Probably  requiring  some  little  time  to  attend  to  their 
own  affairs,  and  as  the  accounts  of  the  land  sales,  bonds,  redemptions, 
etc.,  wTere  kept  in  the  railroad  company's  office,  and  everything  ran 
smoothly,  they  appear  to  have  imitated  the  great  Grecian  poet,  and 
to  have  nodded — just  for  a  moment.  During  this  moment  of  somno- 
lence some  one,  more  vigilant  than  they,  got  away  with  no  less  than 
$2,500,000  of  the  money  belonging  to  the  sinking  fund!  The  trustees 
of  course  awoke  in  time,  and  there  was  probably  a  disturbance,  or  at 
least  an  edaircisement.  Of  these  particulars  we  are  not  informed,  but 
the  published  reports  disclose  that  a  settlement  was  reached  in  pur- 
suance of  which  the  Central  Pacific  Company  gave  to  the  trustees  of 
the  Land-grant  mortgage  its  five  notes  for  five  hundred  thousand 
each,  payable  in  one,  two,  three,  four,  and  five  years,  with  interest  at 
four  per  cent,  per  annum,  to  supply  the  deficit.  (Vid.  Rep.  of  1891, 
p.  100)  These  notes  were  sacredly  "  pledged  the  redemption  of  the 
bonds,"  as  the  money  they  represent  was  pledged  before  it  was  eloign- 
ed; and  as  the  bonds  drew  six  per  cent,  interest,  and  the  notes  but 
■  four,  the  equitable  consideration  extended  by  the  creditors  to  the 
gentlemen  who  had  taken  their  money,  and  the  profit  made  by  the 
latter  by  the  transaction,  may  be  readily  calculated.  What  is  unex- 
plained about  the  settlement  is  that  the  notes  were  executed  by 
the  Central  Pacific  Company,  yet  the  next  page  informs  us  (and  sub- 
sequent reports  confirm  the  statement)  that  the  interest  on  these  notes 
is  paid  by  the  Southern  Pacific  Company!  If  the  Central  Pacific 
Company  did  not  get  the  two  and  a  half  millions  of  principal  taken, 
why  did  that  company  give  its  notes  for  the  amount  ?  And  if  it  did 
get  the  principal,  why  does  the  Southern  Pacific  (which  is  not  strictly 
a  benevolent  institution)  pay  the  interest  ?  These  are  queries  which 
probably  none  but  Mr.  Huntington  himself  can  answer.  The  facts 
indicate  crookedness. 

Other  objections  to  the  proposed  extension  of  time  which  time  for- 
bids us  to  dwell  on,  are: 

V.  The  fact  that  such  course  necessarily  involves  a  prolongation 
of  the  life  of  the  Central  Pacific  Railroad  Company,  which  is  a  Cali- 
fornia corporation  for  many  years  beyond  the  legal  term  of  its  existence, 
without  reasonable  necessity  for  such  action,  and  distinctly  against 
the  will  and  protest  of  the  people  of  the  State,  from  which  it  derives 
its  life  and  being.  We  are  not  disputing  the  power  of  Congress  for 
federal  purposes  to  do  such  an  act  if  in  its  judgment  necessary,  but 
without  necessity  it  should  not  be  done.  Independent  of  the  over- 
riding of  the  authority  of  the  State  government  over  its  own  creature, 
such  an  act  will  create  a  body  politic  without  any  defined  limitations 
on  its  corporate  powers,  or  any  law  governing  its  methods  of  proceeding, 
its  rights  with  regard  to  its  shareholders  or  their  liabilities,  and  the 
charter  of  which  could  not  be  forfeited  by  any  court,  State  or  Federal, 
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no  matter  how  gross  its  offences.  No  State  court  could  interfere  be- 
cause the  concern  would  be  a  Federal  corporation;  and  no  Federal 
court  could  act  because  the  United  States  have  no  statute  on  the  subject* 

VI.  This  Central  Pacific  Company  under  its  past  and  present  man- 
agement has  come  to  be  the  most  odious  and  detested  corporation  that 
has  probably  ever  been  known,  and  this  "  for  reasons,  capital,  confessed 
and  proved."  It  has  invented  and  put  in  force  more,  and  more  differ- 
ent modes  of  vexations  in  transportation,  than  probably  any  other  in 
the  world,  and  we  have  always  been  the  sufferers.  At  one  time  goods 
ordered  from  Eastern  points  for  the  interior  of  California  or  Nevada, 
on  the  line  of  the  road,  had  to  be  hauled  to  San  Francisco  and  back 
to  destination,  to  swell  the  cost.  By  special  favor  and  on  payment  of 
the  whole  freight  both  ways,  the  interior  merchant  might  obtain  per- 
mission to  have  his  goods  delivered  as  they  passed  his  door.  At  an- 
other time  they  imposed  a  protective  duty  of  a  cent  a  pound  on  refined 
sugars  coming  here  from  the  east,  and,  as  believed,  for  a  consideration 
of  $100,000  paid  by  parties  interested.  The  charge  was  publicly 
made*  at  the  time  by  responsible  parties  and  never  denied.  Silence 
under  such  circumstances  amounted  to  an  admission.  At  another  they 
introduced  here  a  system  of  special  contracts  to  be  enforced  by  boy- 
cotting,! which  if  long  continued  would  infallibly  have  riven  our  com- 
munity into  two  hostile  factions.  This  infamous  and  doubtless  illegal 
special  contract  system  was  broken  up  by  the  construction  of  competing 
roads,  but  by  their  system  of  leases  they  undoubtedly  aim  to  revive  it. 
By  their  omnibus  lease  and  the  lease  of  the  Central  Pacific  road,  they 
have  united  practically  all  the  roads  in  the  State  under  the  manage- 
ment of  a  foreign  corporation  which  in  turn  is  under  the  control  of  a 
single  individual,  whose  greed  has  no  limits  and  who  avows  that  he 
has  no  other  or  higher  standard  of  right  than  his  own  opinion.  He 
has  never  made  public  his  general  code  of  morals,  if  he  has  any,  but  in 
letters  to  his  former  associate  he  exhibits  his  ideas  on  procuring  con- 
gressional legislation,  to  be  in  brief,  to  bribe  those  who  will  accept  and 
vilify  those  who  will  not. 

By  this  combination  they,  for  years,  simultaneously  withheld  pay- 
ment of  railroad  taxes,  unhinging  the  machinery  of  the  State  Govern- 
ment and  throwing  the  public  service  out  of  gear.  Public  schools 
closed,  supervisors,  legislators  and  executive  officers  bribed,  injunctions 
defied,  and  all  this  under  the  pretence  of  ascertaining  the  constitution- 
ality of  an  enactment  procured  by  themselves  and  passed  for  their 
benefit.  When  however  the  opportunity  of  a  decision  presented  itself 
fleeing  from  the  ordeal.  A  history  of  all  these  offences  would  unduly 
expand  this  memorial,  and  they  must  be  passed  over  with  mere  men- 
tion. But  the  tax  litigation  was  so  grievous  an  injustice  to  the  State, 
and  the  dishonorable  and  collusive  manner  in  which  it  was  managed. 
are  so  susceptible  of,  record  proof  that  we  give  it  briefly,  as  follows: 

Thirteen  Years'  Litigation  over  a  Scheme  of  Taxation  Enacted  at 

their  Own  Suggestion  and  for  their  Benefit— Collusive 

Suit — Impositions  Practiced  on  U.  S.  Courts — Etc. 

In  1879  a  provision  was  incorporated  in  our  State  constitution,  except- 
ing railroad  mortgage  bonds  from  the  general  rule  for  taxing  moneys 
invested  on  mortgage.     It  was  done  at  the  instance  of  the  railroad 

*  See  The  Nation  (N.  Y.),  December  8,  1881,  pp.  452,  453. 

t  For  details,  see  The  Nation  (N.  Y.),  August  11,  1884,  pp.  113,  114. 

See  this  pamphlet,  pp.  25-29. 
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people  themselves,  to  enable  them  to  sell  their  Southern  Pacific  bonds, 
which,  if  subject  to  local  taxation  in  California,  would  obviously  have 
been  impossible.  The  measure  was  introduced  in  the  convention  by 
Mr.  Henry  Edgerton,  one  of  their  standing  counsel;  stated  by  him  to 
be  satisfactory  to  his  clients,  and  passed  without  amendment,  nem.  con. 
The  taxes  of  1880  having  been  levied  under  it,  the  companies  refused 
to  pay,  and  when  suits  were  brought  they  removed  them  to  the  Federal 
court,  claiming  that  the  exception  thus  enacted  at  their  own  instance 
was  in  conflict  with  the  14th  amendment  of  the  United  States  Consti- 
tution. They  affected  a  wish  to  waive  all  other  controversy  and  try  this 
constitutional  question  011137-.  To  secure  control  of  the  litigation,  they 
procured  a  collusive  suit  to  be  brought  by  the  Supervisors  of  San  Mateo 
County  (to  whom  they  loaned  the  amount  of  the  county  taxes,  on 
terms  evidently  corrupt  on  their  face)  in  which  the  facts  were  admitted 
by  demurrer,  in  a  shape  presenting  apparently  a  case  of  hardship  so 
great,  as  to  lead  the  Circuit  Court  of  the  United  States  to  decide  in 
their  favor.  The  false  coloring  given  to  the  facts  was  then  exposed  in 
the  press,  and  attracted  the  notice  of  the  Judges  of  the  Supreme  Court, 
who  when  the  case  came  before  tham,  declined  to  decide  it  in  the 
shape  presented,  and  desired  the  facts  developed  by  a  trial  and  proofs. 
Several  other  cases  were  then  tried  contradictorily  and  appealed,  all  of 
which  were  determined  on  other  grounds,  petty  quibbles  of  a  trifling 
character,  and  without  touching  the  great  Constitutional  question 
which  had  been  made  the  pretext  for  their  removal  from  the  speedier 
adjudication  of  the  State  Court.  Finally  years  having  gone  by;  and 
the  Supreme  Court  having  in  the  course  of  this  experience  become  ac- 
quainted with  the  whole  matter,  intimated  its  readiness  to  decide  the 
San  Mateo  Count)''  case,  if  the  parties  would  resubmit  it.  But  as  may 
be  seen  from  the  opinions  of  the  court  below  and  the  argument  of  Mr. 
Roscoe  Conkling,  on  the  appeal,  their  main  reliance  in  the  support  of 
the  constitutional  objection  was  the  extreme  hardship  of  the  case,  as 
presented  on  demurrer,  and  that  mask  having  been  torn  off  by  the  de- 
velopment of  the  actual  facts,  a  decision  by  the  Supreme  Court  became 
the  last  thing  the  railroad  people  wanted.  The  adversary  which  had 
been  so  obliging  as  to  commence  and  prosecute  the  suit  with  the  money 
in  its  own  treasury,  and  lose  it,  was  equally  obliging  and  compliant  in 
the  matter  of  the  appeal;  the  San  Mateo  supervisors  promptly  tele- 
graphed to  Washington,  a  dismissal  of  the  writ  of  error,  which  the 
Supreme  Court  allowed.  Then  the  State  itself  brought  a  suit  wherein 
this  Constitutional  question  was  presented  alone.  It  also  went  to  the 
U.  S.  Supreme  Court  on  appeal;  but  again  they  frustrated  a  decision 
by  paying  the  tax  and  penalties  in  full,  just  in  time  to  oust  the  court 
of  jurisdiction,  by  destroying  the  subject  of  controversy.  There  is  no 
honesty  or  good  faith  in  them.  The  controversy  lasted  in  various 
forms  from  1880  to  1893,  when  the  Legislature  after  an  appeal  by 
joint  resolution  to  the  Supreme  Court  to  advance  the  pending  case, 
finally  from  mere  weariness  and  despairing  of  a  decision  on  the  merits 
passed  an  act  for  re-assessing  the  roads.  The  railroad  combination 
was  stronger  than  the  State;  they  now  ask  Congress  to  strengthen 
them  still  further  by  a  congressional  charter  with  undefined  (and 
therefore  unlimited)  powers  and  by  reserving  its  whole  policy  on 
Pacific  roads  for  a  century  to  come.     See, 

San  Mateo  County  vs.  Railroad  Company,  8  Sawyer's  C.  C.  Repts., 
228. 

San  Mateo  County  vs.  Railroad  Company,  116  II.  S.  Rep.,  136. 
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San  Bernardino  County  vs.  Railroad  Company,  118  id.,  417. 

Santa  Clara  County  vs.  Railroad  Company,  id.  ib.,  394. 

S.  P.  R.  R.  Company  vs.  California,  id.  ib.,  109. 

Laws  of  California,  1893,  pp.  290  and  618. 

California  vs.  Railroad  Company,  149  U.  S.  Rep.,  308. 

Railroad  vs.  California,  162  U.  S.  Rep.,  91-167. 

California  vs.  Railroad,  105  Cal.,  576. 
The  detailed  history  of  this  episode  is  presented  for  the  information 
of  any  interested  in  an  appendix  hereto. 

Goaded  by  provocations  such  as  those  here  adverted  to, — and  they 
are  but  specimen  cases  to  which  similar  ones  are  of  constant  occur- 
rence,— the  people  of  California  have  long  looked  forward  to  the  ex- 
piration of  the  charter  of  the  Central  Pacific  road,  for  delivery  from 
this  body  of  iniquity,  at  least  for  their  children;  and  on  their  behalf 
we  respectfully  and  earnestly  entreat  Congress  not  to  pass  any  act 
which  will  continue  down  to  the  coming  generation  any  part  of  the 
offense,  outrage  and  oppression  which  we  have  endured  from  this 
iniquitous  combination  now  called  the  Southern  Pacific  Company. 
Deprived  of  the  management  and  power  to  continue  to  plunder  the 
Central  Pacific  road,  it  can  hardly  fail  to  go  to  pieces  and  relax  its 
grasp  on  the  vitals  of  our  State. 

It  may  almost  be  said  that  all  the  known  operations  of  the  Pacific 
railroad  management  in  this  State  are  saturated  with  fraud  and  dis- 
honesty which  recur  at  every  turn  of  their  procedings. 

Defrauding  the  Government  and  the  Public  hy  Failure  to  Build 
the  Road  Contracted  for — The  Contracts  Entire. 

Take  for  example  the  construction  of  the  Southern  Pacific  road,  of 
which  we  have  spoken  above.  Its  map,  which  preceded  construction, 
showed  a  road  from  San  Francisco  southwards  through  the  Santa 
Clara  Valley,  to  a  point  where  it  was  to  commence  the  ascent  of  the 
pass  over  the  Coast  range  after  crossing,  which  chain  of  mountains  it 
was  to  extend  through  the  upper  San  Joaquin  Valley,  and  so  on  to 
the  State  line  on  the  Colorado  River.  To  aid  in  the  building  of  this 
road,  they  obtained  a  land  grant  of  over  ten  million  acres.  The  road 
was  designed  by  congress  to  be  a  competing  line  to  the  Mississippi 
river  and  to  connect  the  two  richest  valleys  of  the  Pacific  Coast,  and 
its  finest  Sea  port,  by  an  independent  and  continuous  line  of  rail  with 
the  waters  of  the  gulf  of  Mexico.  No  object  less  important  could  jus- 
tify the  extravagant  bounty  of  Congress,  and  evidently  from  the 
n  ture  of  the  object  and  the  means  adopted,  the  contract  tvas  an  en- 
tire  one.  The  whole  road  mentioned  was  to  be  built  for  the  whole 
subsidy.  Of  the  road  to  be  furnished  about  a  hundred  to  a  hundred 
and  fifty  miles  were  devoted  to  crossing  the  pass  in  the  coast  range 
and  thus  connecting  the  two  valleys  and  five  hundred  or  so  ran 
through  them,  over  a  soil  as  rich  as  possible  and  as  level  as  the  beds 
of  the  rivers  that  drained  them.  It  was  not  for  building  through  this 
valley  country  that  Congress  offered  its  bounty;  that  constituted  no 
part  of  the  inducement,  for  these  very  parties  had  already  built  a 
hundred  and  fifty  miles  of  road  up  the  San  Joaquin,  for  the  profit 
derived  from  building  it  at  $26,000  a  mile  and  bonding  it  for  $40,000 
and  they  were  going  further.  The  consideration  for  the  land  grant 
was  the  construction  of  the  road  over  the  mountain  pass  which  was 
highly  important  from  military  as  well  as  commercial  considerations. 
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For  this  the  bounty  was  offered  and  the  difficult  character  of  the  work 
was  its  justification.  What  did  these  honest  gentlemen  do?  They 
built  the  valley  parts  of  the  road  on  both  sides  of  the  pass,  and  drew 
and  alienated  the  rich  land  fronting  on  it,  leaving  the  connecting  road 
from  Tres  Pinos  to  Alcalde  (some  100  miles)  unbuilt  and  it  so  remains 
to  day.  And  this  omission  was  no  accident  or  afterthought,  but  in- 
tended from  the  first;  Charles  Crocker  writes  to  Colton  his  partner, 
under  date  of  February  12th,  1875  (Colton  Transcript,  p.  1621),  and 
after  referring  to  a  suggestion  of  Colton's  to  "build  20  or  40  miles  on 
the  east  side  of  the  San  Benito  pass,  and  then  go  to  Congress  for  a 
change  of  line,"  says:  "  We  intend  to  build  from  Goshen  to  Los 
"  Gatos  close  up  to  and  into  the  eastern  base  of  the  mountain  to  a  coal 
"  mine  there;  and  ive  have  never  intended  anything  else  and  no 
"  portion  of  the  old  line  will  remain  unbuilt,  except  that  through  the 
"  mountains,  about  50  miles,"  etc.,  (it  is  in  fact  100  miles.)  *  *  *  * 
"  I  had  supposed  that  that  you  fully  understood  this;  Huntington 
does  understand  it." 

This  being  so,  on  their  own  confession  made  as  early  as  1875,  what 
sort  of  faith  were  they  practising  when  they  solicited  and  accepted  from 
Congress  a  land  grant  of  over  ten  million  acres  of  rich  valley  land  as 
the  price  of  doing  this  work,  which  they  confess  they  never  intended  to 
do?  Is  this  the  sort  of  good  faith  Mr.  Huntington  is  using  in  treating 
with  Congress  to-day  ?  Are  his  present  representations  and  promises 
to  be  measured  by  it  ?  It  certainly  appears  to  satisfy  the  standard  of 
morals  he  proposes  for  his  conduct  in  his  sworn  examination  before 
the  Senate  committee  shown  in  Senator  Morgan's  report,  page  173. 

Out  of  one  wickedness  proverbially  springs  another,  and  "bad  begun 
makes  strong  itself  by  ill."  This  truth  is  illustrated  in  the  present 
instance  by  an  imposition  on  the  financial  public  as  wicked  as  that 
practiced  on  the  Government.  In  building  the  Southern  Pacific  road 
mortgage  preceded  construction,  as  already  shown,  and  the  mortgage 
of  1875  covered  as  we  have  said  the  whole  road  in  this  State,  existing 
and  contemplated,  from  San  Francisco  to  the  Colorado  river. 

The  route  being  afterwards  opened  for  through  traffic,  the  holders  of 
Southern  Pacific  sixes  of  1875  placidly  repose  in  the  belief  that  their 
bonds  are  a  lien  on  the  continuous  traveled  road,  the  "  through  line." 
This  is  a  mere  dream;  their  mortgage  is  on  two  distinct  roads:  the  one 
from  San  Francisco  to  San  Miguel,  the  other  from  Alcalde  to  Fort 
Yuma,  and  these  are  separated  from  one  another  by  the  mountain 
chain  above  mentioned,  the  pass  over  which  rises  to  1,934  feet  above 
tide,  to  build  over  which  will  cost  not  less  than  six  millions  !  Without 
such  connection  the  two  separate  roads  are  of  but  trifling  value  com- 
pared to  the  amount  of  the  mortgage  bonds,  and  the  latter  are  a  fraud 
on  the  public.    There  are  about  thirty-two  millions  of  them  outstanding!. 

In  nearly  similar  plight  are  the  bonds  of  the  same  concern  last 
issued,  called  "First  consolidated  fives  of  1893."  That  mortgage  is  a  first 
lien  on  fragmentary  roads  leading  practically  from  no  place  to  no  place,, 
and  useless  without  other  roads  which  are  otherwise  mortgaged. 
These  are  practical  examples  of  Mr.  Huntington's  moral  standard. 

Again;  take  the  matter  of  terminals,  one  of  extreme  importance  to 
every  railroad,  and  specially  SO'  to  one  of  considerable  length.  The 
State,  twenty-eight  years  ago  (1868)  granted  sixty  acres  in  the  city  of 
San  Francisco,  to  the  two  Pacific  roads,  for  terminal  purposes;  and 
by  the  closing  of  streets  this  area  has  since  been  enlarged  to  a  hundred 
acres.     The  only  use  to  which  in  these  twenty-eight  years  they  have- 
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put  these  terminal  grounds,  is  to  mortgage  them  for  $16,000,000.  The 
real  terminus  in  San  Francisco  is  and  has  been  for  twenty  years  past, 
at  the  corner  of  Third  and  Townsend  streets,  on  a  block  of  ground 
825  x  550  feet,  belonging  to  the  Southern  Pacific  Company  (of  Ken- 
tucky). The  same  concern  owns  the  adjoining  blocks  used  for  the 
receipt  and  delivery  of  freight.  Not  a  square  foot  is  owned  by  either 
of  the  railroad  companies  that  use  it.  No  rent  is  found  charged  for 
these  premises,  in  their  reports  or  anything  to  indicate  that  they  do 
not  own  the  land,  a  fact  the  knowledge  of  which  might  alarm  bond 
holders.  But  whenever  the  mortgagees  foreclose  and  make  title  to  the 
railroad  entering  San  Francisco,  the  purchasers  will  succeed  only  to 
the  right  of  way  and  track,  along  the  public  streets  as  far  as  the  corner 
of  Fourth  and  Townsend  streets,  where  a  gate  on  the  line  of  the  South- 
ern Pacific  Company's  property  will  shut  them  out  of  the  terminal 
grounds  and  compel  them  to  discharge  their  freight  and  passengers  on 
the  public  street,  and  then  back  the  train  a  mile  or  two  to  the  nearest 
turn-table  to  enable  them  to  reverse  the  locomotive. 

These  are  specimens  of  the  way  things  are  managed  and  financed 
by  this  concern,  and  the  repeated  occurrence  of  the  like  has  caused 
those  who  know  it  best  to  doubt  whether  this  Southern  Pacific  Company 
of  Kentucky  has  ever  been  party  to  a  single  honest  transaction. 

The  Central  Pacific  can  be  Reorganized  on  Safe  and  Solvent  Bases, 
by  Calling  in  the  Sums  Due  it  from  Solvent  Debtors. 

The  exigencies  of  space  forbid  further  enlargement  on  this  branch 
of  the  subject.  Enough  has  been  said  to  show  the  need  of  a  thorough 
investigation  of  the  relations  of  the  Central  Pacific  Company  to  the 
parties  who  have  so  long  held  it  in  their  grasp,  and  the  enforcement 
of  its  just  claims  against  them.  This  clone  it  will  be  found  that  so 
far  from  being  insolvent,  the  company  can  easily  be  reorganized  as  a 
great  trunk  line  to  the  Pacific  Coast,  competing  fairly  with  all  others 
and  on  the  basis  of  solvency  and  honest  management,  manifestly  to 
the  advantage  of  the  government  as  a  creditor  and  of  its  own  stock- 
holders. In  any  event  the  property,  if  it  has  to  be  sold,  can  be  then 
offered  with  knowledge  of  what  it  consists  of  and  what  its  earning 
capacity  is — things  at  present  absolutely  unknown  to  any  one  but  the 
Southern  Pacific  combination,  who  have  for  so  many  years  past 
managed  its  affairs  to  its  own  destruction.  It  must  not  be  forgotten 
to  extend  the  payment  or  refund  this  debt  as  proposed  is  practically 
to  sell  the  road  to  its  present  management  on  a  credit  of  a  hundred 
years,  taking  their  promise  to  pay  in  small  installments.  Congress 
does  not,  nor  does  any  of  its  members,  or  any  executive  officer  of  the 
United  States,  or  indeed  anybody,  know  what  property  you  are  sell- 
ing. No  inventory  of  it  exists;  and  this  ignorance  shuts  off  all 
competitive  bidding.  It  is  now  fairly  established  and  undeniable  that 
for  numerous  important  purposes  the  Central  route  has  decided  advan- 
tages for  through  business  over  all  others.  All  the'  products  of  this 
coast  destined  for  Eastern  points,  valuable  enough  to  pay  for  trans- 
portation by  rail,  give  it  the  preference  for  climatic  reasons.  For 
passenger  traffic  which  is  40  per  cent,  of  the  whole  business,*  it  has 

*  The  Central  Pacific  road  used  to  furnish  statements  of  details  of  through  and 
local  business,  and  of  the  amounts  derived  from  freight,  express,  passengers  and 
baggage,  but  since  the  year  1884  has  withheld  such  information.  From  the  printed 
report  of  December  31st,  1884,  we  learn  that 


[  22] 


the  call  over  all  the  others — the  Southern  (Sunset)  line  is,  in  fact., 
discontinued  during  summer.  It  does  not  admit  of  doubt  that  each 
of  the  great  trunk  lines  would  be  prompt  to  compete  for  the  Central 
Pacific  property,  if  offered  at  auction,  with  inventory.  Without  such 
it  would  not  probably  elicit  any  reasonable  bids,  for  however  large  or 
valuable  the  property,  no  purchaser  would  be  likely  to  count  on  re- 
ceiving from  the  tenants,  delivery  of  anything  beyond  the  road  itself, 
with  a  wretched  skeleton  equipment  incapable  of  doing  the  business. 

The  stockholders  of  the  road,  who  appear  to  have  at  last  awakened 
to  the  necessity  of  enquiry  into  the  wrongs  perpetrated  by  their  agents 
the  directors,  are  organizing  in  defence  of  their  property,  and  if  they 
have  an  opportunity,  will  scarcely  permit  the  trunk  lines  to  be  the 
only  competitors  at  such  sale.  As  indicated  by  their  published  pro- 
ceedings, they  are  making  intelligent  efforts  to  help  themselves  and 
resume  control  of  their  property;  they  will  probably  effect  a  reorgani- 
zation of  the  company.  The  people  of  California,  so  far  from  offering 
factious  opposition  to  a  reorganization  which  shall  preserve  the  central 
road  as  an  independent  and  competing  line  of  transportation,  man- 
aged by  its  actual  owners,  as  designed  by  Congress,  will  heartily 
welcome  it. 

We  believe  that  all  these  desired  ends  can  be  obtained  by  means  of 
a  foreclosure  of  the  Government  lien  on  the  road.  For  this  purpose, 
as  the  property  lies  in  several  different  States,  complete  jurisdiction 
should  be  conferred  on  some  one  of  the  Courts  of  the  United  States,  and 
the  ordinary  powers  of  the  Court  enlarged  so  as  to  enable  it  to  ascer- 
tain and  redress,  in  the  foreclosure  suit,  all  frauds  practised  on  the 
company  or  its  shareholders  by  the  management  or  by  their  tools  or 
confederates,  and  the  application  of  any  moneys  recovered  from  such 
parties  to  the  sinking  fund  in  the  United  States  Treasury.  We  there- 
fore respectfully  pray  Congress  to  instruct  its  appropriate  committees 
to  prepare  and  report  a  bill  to  that  effect. 


We  here  resume  briefly  the  grounds  of  our  opposition  to  the  pending 
measure  to  refund  the  debt  of  the  Central  Pacific  Railroad  Company 
to  the  United  States  (Senate  Bill  No.  2894,  H.  of  R.  Bill  No.  8189.) 

1.  The  recognition  and  confirmation  of  the  ninety-nine-year  lease 
to  the  Southern  Pacific  Company,  reverses  the  settled  policy  of  the 
United  States,  with  respect  to  these  Pacific  railroads,  as  established  by 
previous  acts  of  Congress,  and  promoted  by  grants  of  the  public  do- 
main of  many  million  acres.  It  substitutes  consolidation  and  monop- 
oly for  competition  and  freedom  of  trade;  it  gives  over  the  Central 
road  to  the  management  of  its  great  competitor  in  business,  depriving 
the  people  of  the  West  of  the  advantages  of  competition  in  transpor- 
tation for  which  they  have  paid  these  people  liberally,  and  Congress 
has  subsidized  them  munificently. 

The  proposal  is  quite  new;  has  never  been  publicly  discussed,  advo- 

the  total  earnings  of  the  year  were $22, 166,  106.00 

of  which  74  per  cent,  was  from  local  business , . $16,216,902.00 

and  26  per  cent,  from  through  business  or 5,949,204.00 

$22,166,106.00 
Of  the  through  earnings — 

The  receipts  from  passengers  and  baggage  were   $2,383,066.00  or  40  per  cent. 

and  from  freight  and  express 3,566,096.00  or  60  per  cent. 

The  local  business  shows  the  same  proportions  between  freight  and  passengers. 
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cated  or  even  mentioned.  It  is  furtively  introduced  in  the  9th  and 
19th  sections  of  the  pending  bill  under  the  disguise  of  an  advantage 
to  the  United  States!  In  fact,  it  can  serve  no  purpose  but  to  confirm 
the  grasp  of  the  Southern  Pacific  Company  on  the  Central  road,  and 
enable  it  by  routing  freight  to  starve  the  Union  Pacific  into  obedience 
to  its  commands. 

2.  The  proposed  guaranty  of  the  Southern  Pacific  Company  is 
worthless;  a  mere  illusion.  That  company  owns  no  property  worth 
speaking  of  which  is  not  already  mortgaged  for  vastly  beyond  its  cost 
or  value. 

The  Southern  Pacific  Company  is  a  fraudulent  and  predacious  con- 
cern, got  up  to  perpetuate  the  control  of  dishonest  directors  of  the 
Central  Pacific  Railroad  Company  over  the  road  after  they  had  sold 
their  interest  in  it,  and  of  absorbing  the  profits  of  that  and  other  com- 
panies by  means  of  fraudulent  leases.  So  plain  was  this  at  its  origin 
that  its  original  charter  from  the  State  of  Kentucky  forbid  it  to  build  or 
operate  railroads  within  that  commonwealth. 

3.  The  relief  asked  for  the  Central  Pacific  road  is  based  on  false 
suggestions  and  concealment  of  material  facts.  So  far  from  being  un- 
able to  provide  for  the  payment  of  its  debt  to  the  government,  it  is 
possessed  of  assets  of  enormous  value — collectable  claims  against  its 
former  directors  for  moneys  and  credits  misappropriated  by  them, 
amounting  to  many  millions.  These  should  be  called  in  and  applied 
to  the  sinking  fund.  Asking  indulgence  here  on  the  ground  of  pov- 
erty, its  stockholders  are  receiving  dividends  on  their  shares  to-day, 
and  have  the  promise  of  their  lessee  and  advocate  that  they  shall  be 
doubled  as  soon  as  the  bill  passes.  The  secrecy  of  this  dividend,  the 
fact  that  it  has  not  been  earned  by  the  road,  declared  by  the  directors, 
if  such  be  the  facts,  and  that  it  is  not  shown  on  the  books  of  the  com- 
pany, so  far  from  redeeming  it  from  the  imputation  of  fraud,  renders 
it  more  conspicuously  objectionable.  If  this  be  the  case,  it  is  evi- 
dently "hush  money"  paid  by  the  guilty  parties  to  secure  Congres- 
sional confirmation  of  the  ninety-nine-year  lease;  and  the  sum  agreed 
to  be  paid  for  it*  (which  is  essentially  a  bribe  to  silence  opposition) 
bespeaks  the  nefariousness  of  the  transaction  and  the  value  attached 
to  a  condonation  of  it. 

4.  By  passing  this  bill,  Congress  will  prolong  the  life  of  this  rail- 
road company  for  some  seventy  years  beyond  the  limit  fixed  for  sit 
existence  by  the  law  of  the  State  that  created  it.  To  do  this  without  the 
consent  of  against  the  unanimous  protest  of  the  State,  would  be  not 
only  an  act  of  gross  discourtesy  to  the  State  of  California,  but  a  grave 
injury  and  outrage  to  her  people,  who  have  for  the  past  twenty-eight 
years  suffered  at  the  hands  of  these  managers  outrage  and  wrong  past 
all  endurance,  rendering  it  justly  odious  and  detested  of  all  men. 

5.  The  management  of  the  road  has  been  continuous  from  the 
beginning;  they  have  shown  themselves  by  their  published  corres- 
pondence among  themselves  to  be  corruptionists  of  the  worst  kind. 

6.  They  have  broken  faith  with  Congress,  by  soliciting  and  accept- 
ing a  land  grant  as  the  consideration  for  building  the  whole  S.  P. 
road  a  hundred  or  more  miles  of  which  was  over  a  mountain  pass.  They 

*  One  per  cent,  for  1895  (paid) $      672,000 

Same  for  1896  (paid) 672,000 

Two  per  cent,  each  for  1897  and  1898 2,688,000 

$4,032,000 
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have  taken  and  appropriated  the  valuable  part  of  the  grant,  and  left 
the  difficult  mountain  part  of  the  road  unbuilt.  Their  correspondence 
shows  the  breach  of  faith  was  intended  from  the  beginning. 

7.  They  have  broken  faith  with  the  public  in  the  same  way  as 
with  the  Government;  borrowed  thirty-two  million  dollars  on  the 
undertaking  to  build  a  continuous  line  of  rail  from  San  Francisco  to 
the  Colorado  river,  and  left  a  mountain  gap  of  a  hundred  miles  of  it 
unbuilt,  and  have  even  renounced  the  building  of  it. 

8.  Similar  frauds  in  the  matter  of  terminals.    They  are  unreliable. 

9.  Refunding  the  Central  Pacific  debt  is  wholly  unnecessary.  The 
company  can  be  reorganized  on  the  basis  of  solvency  if  Congress  will 
but  authorize  a  receiver  appointed  in  foreclosure  to  avoid  all  fraudu- 
lent conveyances;  get  in  the  assets  of  the  company  and  apply  such  as 
are  not  needed  for  transportation  purposes  to  the  sinking  fund  in  the 
U.  S.  Treasury. 

10.  As  seventy-five  per  cent,  of  the  revenues  of  the  Central  Pacific 
road  are  derived  from  local  traffic,  and  from  fifteen  to  eighteen  per 
cent,  more  from  California  products  seeking  a  market  abroad,  and 
goods  brought  from  abroad  for  consumption  for  sale  here,  on  all  of 
which  we  pay  the  freight,  the  people  of  California  feel  that  all  of 
the  plunder  which  its  former  directors  are  permitted  by  Congress  to 
retain  will  be  saddled  on  them.  There  is  little  doubt  that  as  much  as 
from  twenty-five  to  thirty  millions  can  be  recovered  from  the  sinking 
fund  from  Huntington  and  the  Crocker  estate;  why  should  they  be 
abandoned  without  an  effort  and  saddled  on  the  people  of  this  State? 

San  Francisco,  Cal.,  December  26,  1896. 

On  behalf  of  the  people  of  California. 


CHAS.   ASHTON, 

JOSEPH  BE1TTON, 

W.  M.  BUNKEK, 

J.  fl.  BAERY, 

E.  S.  BARNEY, 

J.  M.  BASSETT, 

T.  V.  CATOR, 

N.  P.  COLE, 

DR.  FRANK  CORNWALL, 

W.  M.  COWARD, 

H.  Y.  COWELL, 

H.  L.   DODGE, 

J.  T.  DOYLE, 

HON.  J.  L.  DAVIE, 

B.  F.  DUNHAM, 

L.  R.  ELLERT, 


GEO.  K.  FITCH, 

J.  RICHARD  FREUD, 

GEO.  T.  GADEN, 

ADAM  GRANT, 

H.  E.  HIGHTON, 

N.   C.  HAWKS, 

W.  W.  THOMPSON, 

I.  J.  TRUMAN, 

J.  C.  JENS, 

WM.  JOHNS, 

J.  C.  JORDAN, 

J.  LEGGETT, 

OSCAR  LEWIS, 

STEWART  MENZIES, 

C.  A.  MURDOCK, 

M.  McGLYNN, 


P.  R.  MARTIN, 
A.  MILLER, 
JAS.  MADISON, 
W.  L.  MERRY, 
G.  W.  MONTIETH, 
MAX.  POPPER, 

E.  A.  PHELPS, 
TAYLOR  ROGERS, 
G.  M.  REYNOLDS, 
C.  A.  SUMNER, 

J.  E.  SCOTT, 

C.  M.  SHORTRIDGE, 

F.  J.  SULLIVAN, 
L.  STRAUSS, 

I.  UPHAM, 

HON.  ADOLPH  SUTRO. 


The    Committee  of  Fifty  appointed  by  the  monster  meeting  at  Metro- 
politan Temple,  December  7th,  1895. 

ADOLPH  SUTRO,  Mayor  of  San  Francisco,  Chairman. 

TAYLOR  ROGERS,  Secretary. 


SUB-COMMITTEE  ON  MEMORIAL. 

JOHN  A.  STANLEY,  JAS.  D.  PHELAN, 

THOS.  F.  BARRY,  E.  W.  McKINSTRY, 

JAS.  M.  BASSETT,  TAYLOR  ROGERS, 

JOHN  T.  DOYLE,  Chairman. 
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EXTRACTS  FROM  "THE  NATION,"  REFERRED  TO  ABOVE. 


(The  Xaiion,  August  11,  1881,  pp.  113,  1U.) 
OVERLAND   RAILROAD   RATES. 

To  the  Editor  of  The  Nation  : 

Sir  :  Two  paragraphs  in  the  Nation  of  July  14  (No.  837,  pp.  22,  23), 
indicate  that  you  are  but  imperfectly  informed  as  to  abuses  on  the 
overland  railroads.  As  you  appear  willing  to  aid  in  remedying  them 
I  give  you  some  of  the  facts.  The  system  of  unlawful  freight  discrim- 
inations alluded  to  has  not  been  recently  revived;  it  has  never  for  a 
moment  been  suspended  since  its  formal  introduction  in  the  summer 
of  1878,  but  has  been  constantly  enlarged  and  extended  down  to  the 
present  time,  when  it  is  more  stringent  and  oppressive  than  ever  before. 
The  modus  operandi  is  this:  By  arrangement  between  the  Central  and 
Union  Pacific  Railroad  Companies  the  rates  of  Western-bound  freights 
are  fixed  by  the  Union,  and  those  of  Eastern-bound  by  the  Central 
Company.  This  arrangement  is  supposed  to  be  nominal  only;  a  sort 
of  legal  fiction  to  enable  each  concern  to  refer  complaining  parties  to  a 
"  Mr.  Jorkins,"  two  thousand  miles  off;  but  that  is  the  form  of  it. 
The  Union  Pacific  Company  has  a  printed  classification  of  merchan- 
dise, and  printed  rates  of  freight  for  each  class  from  New  York  and 
other  Eastern  points  to  San  Francisco,  ranging  from  $6  per  100  lbs. 
for  first-class  to  $1.50  per  100  lbs.  for  Class  D.  These  are  declared  to 
be  the  regular  rates.  But  the  Company  enters  into  contracts  with  the 
merchants  here  to  carry  for  them  at  special  rates,  much  reduced  from 
these  regular  ones,  on  condition  that  the  merchant  shall  import  all  his 
goods  by  their  line;  not  only  such  as  are  usually  sent  by  rail  or  via 
the  Isthmus,  but  also  such  as  have  heretofore,  and  naturally,  come  by 
sea  around  Cape  Horn;  and  they  make  him  bind  himself  to  ship  by 
their  road,  and  by  such  connecting  roads  as  their  general  freight-agent 
shall,  from  time  to  time,  designate,  all  goods  purchased  by  or  for  him, 
or  shipped  by  or  consigned  to  him,  by  his  procurement,  directly  or  in- 
directly, or  with  his  knowledge  and  assent.  The  contracts  declare 
that  their  object  is  to  give  to  the  Union  Pacific  Company  the  transpor- 
tation of  all  goods  bought,  sold,  dealt  in,  or  handled  by  the  merchant; 
and  any  act  of  his  tending  to  defeat  this  object  constitutes  a  breach, 
so  that  he  cannot  even  buy  in  open  market  goods  imported  otherwise 
than  by  rail;  and  this  rule  is  enforced.  They  also  provide  that  these 
special  rates  are  for  his  own  exclusive  benefit,  and  he  must  not  allow 
the  use  of  his  nome  or  shipping  marks  by  any  one  else.  The  freight 
must  all  be  forwarded  to  Omaha  by  such  carriers  as  are  designated  by 
the  Union  Pacific  Railroad  Company.  They  reserve  the  option  (which 
is  always  exercised)  of  way-billing  the  goods  and  collecting  freights 
according  to  the  printed  rates,  agreeing  to  return  the  difference,  on 
presentation  of  vouchers  to  the  Central  Pacific  freight-agent  at  San 
Francisco,  after  the  lapse  of  a  reasonable  time — say  thirty  days — for 
transmission,  verification,  etc. 

All  our  leading  merchants  have  been  forced  to  enter  into  contracts 
of  this  description;  the  man  who  attempts  to  import  his  coarse  goods 
by  sea,  relying  on  the  rail  for  such  as  need  more  rapid  transportation, 
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has  to  pay  such  rates  on  the  latter  that  he  cannot  compete  with  his 
neighbors.  He  cannot  even  buy  his  coarse  goods  in  open  market  here 
if  they  shall  have  come  round  the  Horn,  for  that  would  defeat  the 
"  bought,  sold,  dealt  in,  or  handled  by  "  clause.  Such  goods  and  their 
importers  are  tabooed  and  "  boycotted,"  and  the  merchant  who  touches 
them  without  leave  of  the  railroad  company  can  have  no  freight  trans- 
ported overland  except  at  ruinous  rates;  even  at  such  he  is  liable  to 
casual  delays,  difficulties,  and  obstructions  which,  being  unable  to  ac- 
count for,  his  unregenerate  nature  attributes  to  malicious  design. 

The  result  is  that  ships  Obtain  little  or  no  freights  from  Eastern 
ports  here;  they  have  to  come  here  in  ballast,  or  half  full,  to  load  wheat 
for  Europe,  and  our  people  are  compelled  to  pay  on  their  produce  sent 
abroad  a  freight  to  cover  the  expense  of  the  round  trip.  The  standing 
forced  loan  exacted  from  our  merchants,  without  interest,  by  collecting 
and  after  thirty  days  repaying  the  difference  between  printed  and  con- 
tract rates,  may  amount  to  half  a  million  dollars;  it  operates  oppress- 
ively to  individuals,  but  to  the  community  is  of  minor  importance. 
But  the  tax  levied  on  our  exports  in  the  form  of  enhanced  freights  to 
Europe  is  a  monstrous  and  shocking  wrong.  In  the  absence  of  full 
statistics  it  is  impossible  to  compute  its  amount,  but  it  is  probably 
equivalent  to  about  four  dollars  per  ton  on  the  exportable  crop  of  the 
State.  San  Francisco,  under  this  nefarious  system,  has  degenerated 
from  the  rank  and  position  of  a  maritime  city  open  to  the  commerce 
of  the  world  to  that  of  an  interior  town  some  two  thousand  miles  west 
of  St.  Louis,  approachable  only  over  deserts  and  mountains. 

With  these  facts  before  you,  which  are  known  to  every  well-informed 
man  in  San  Francisco  (except,  of  course,  the  Railroad  Commissioners), 
you  can  understand  why  the  tide  of  prosperity  which  has  spread  over 
the  rest  of  the  Union  during  the  last  few  years  has  never  yet  reached 
California,  why  all  business  has  been  depressed  and  real  estate  has 
been  steadily  falling  in  value  ever  since  the  overland  roailroad  was 
completed.  Perhaps,  too,  you  will  regard  with  more  leniency  the  mis- 
taken hostility  to  corporations  (especially  railroads)  which  has  found 
expression  in  some  of  our  recent  legislation.  Grant  that  it  is  unphilo- 
sophical,  ill-directed,  stupid,  and  in  some  respects  unjust — that  was 
not  its  intention;  but  people  who  have  been  so  long  and  sorely 
oppressed  as  ours  have  been  by  the  present  monopoly  cannot  always 
reason  cooly  or  justly  as  to  the  remedy,  and  in  their  anger  seize  any 
weapon  at  hand  careless  whom  else  they  may  hurt,  provided  they  can 
inflict  a  blow  on  their  chief  enemy. 

You  suggest  an  appeal  to  the  courts — at  least,  so  I  understand  your 
words  "proceed  against  with  all  vigor;"  but  who  can  proceed  against 
them,  and  how?  I  defy  any  lawyer  to  point  out  a  remedy,  under 
existing  laws,  of  the  slightest  value  to  the  individual  aggrieved.  Our 
Railroad  Commissioners,' if  so  disposed,  could  doubtless  do  much  on 
behalf  of  the  public,  if  not  to  break  up,  at  least  to  expose  the  wrong. 
But  the  eyes  of  justice,  you  know,  are  bandaged,  and  they  can  only 
know  what  is  officially  communicated  to  them  and  duly  proved  by 
witnesses,  and  their  governing  majority  has  just  completed  a  set  of 
rules  for  proceedings  before  them  well  calculated  to  aid  them  in  re- 
maining ignorant  of  all  public  abuses  of  the  kind.  No  individual 
merchant  dare  sue,  complain,  or  even  let  it  be  known  that  he  is  dis- 
satisfied, lest  he  should  be  straightway  put  at  a  ruinous  disadvantage 
with  his  competitors  in  trade.  His  business  would  be  broken  up  be- 
fore he  could  get  his  first  case  set  for  trial,  and  his  family  might  starve 
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while  he  was  awaiting  the  result  of  new  trials  and  appeals.  The  way 
of  a  man  who  enters  into  litigation  with  a  company  that  keeps  all  the 
leading  law-firms  under  standing  retainers,  most  of  the  leading  jour- 
nals by  some  means  quieted,  and  which  finds  in  legislators,  railroad 
commissioners,  and  auditors  of  railroad  accounts  its  serviceable 
friends,  is  too  hard  to  be  voluntarily  pursued  by  any  man  in  business. 

There  is  but  one  remedy  for  this  monster  grievance  which  oppresses 
the  whole  Pacific  Coast.  The  power  so  to  oppose  must  be  absolutely 
taken  from  the  companies.  For  this  purpose  it  is  not  necessary  to 
establish  rates  of  freight  bylaw;  but  the  law  should  lay  down  a  rule 
for  their  establishment  by  the  companies,  and,  once  established,  they 
should  be  made  public,  and  no  deviation  permitted.  The  organiza- 
tion of  the  roads  in  all  their  departments  should  be  kept  under  con- 
stant and  vigilant  supervision  by  government,  and  any  violation  of 
law  by  railroad  officials  should  be  punished  as  a  public  offence. 
Actions  for  damages  and  like  private  remedies  are  wholly  inefficient. 
Congress  has  ample  power  to  remedy  all  evils  in  the  overland  system 
of  transportation,  for  it  is  all  built  on  Congressional  legislation;  and 
its  just  control  of  that  system,  judiciously  exercised,  could  not  fail  to 
be  attended  with  most  beneficial  results  in  the  whole  system  of  con- 
necting roads. 

The  first  thing  needed  is  a  Congressional  committee  of  investiga- 
tion, with  ample  powers  and  means  to  examine  thoroughly  into  all 
existing  abuses  in  the  management  of  the  Union  and  Central  Pacific 
roads,  and  their  leased  and  associated  lines.  The  Nation  cannot  do  a 
better  public  service  than  by  aiding  and  enforcing  through  its  col- 
umns the  demand  for  such  an  investigation. 

San  Francisco,  July  28,  1881.  John  T.  Doyle. 


(The  Nation,  December  8,  1881.) 

OVERLAND  RAILROAD  RATES. 

To  the  Editor  of  the  Nation  : 

Sir:  Since  the  publication  of  my  letter  on  overland  railroad  rates 
in  the  Nation  of  August  11,  Mr.  Charles  F.  Adams,  Jr.,  has  called  my 
attention  to  the  origin  of  the  system  of  special  freight  contracts  and 
unlawful  discrimination  in  freight  charges,  as  set  forth  in  the  report 
of  the  Government  Directors  of  the  Union  Pacific  Railroad  for  the 
year  ending  June  30,  1878.     I  quote  from  page  15  of  the  document: 

"In  the  month  of  July  last,  a  sudden  announcement  was  made  that  the  tariffs  on 
through-freighting  business  over  the  Pacific  roads  had  been  altered,  and  that,  while 
the  classification  of  certain  articles  had  been  changed,  the  rates  upon  others  had  been 
advanced  from  50  to  100  per  cent.  The  reason  of  this  movement,  which  naturally 
excited  surprise  as  well  as  indignation  among  those  affected  by  it,  was  not  at  first 
apparent.  It  was,  however,  soon  learned.  It  was  purely  strategic.  The  company 
did  not  really  propose  to  raise  its  tariff  rates;  on  the  contrary,  it  was  ready  to  slightly 
reduce  them;  out  it  did  propose  to  take  full  advantage  of  its  position  to  secure  as 
much  as  possible  of  the  transcontinental  business.  As  a  first  step  toward  this,  it 
practically  did  away  with  its  open  tariff,  by  the  very  simple  process  referred  to. 
Under  the  open  tariff,  at  the  old  rates,  the  larger  business  firms  dealing  between  the 
two  coasts  had  a  choice  of  routes— that  by  water  and  that  by  rail.  They,  in  practice, 
availed  themselves  of  this  option  by  sending  their  coarser  freights,  or  those  in  regard 
to  which  time  in  delivery  was  immaterial,  by  water,  at  the  lower  rates;  while  the 
more  costly  wares,  or  those  requiring  immediate  delivery,  were  forwarded  overland. 
The  object  of  the  Union  Pacific  was  to  put  a  stop  to  this  practice.  This  they  did  by 
largely  raising  their  freights,  which  put  an  effectual  stop  to  shipments  under  the 
open  tariff,  while,  at  the  same  time,  they  offered  to  all  the  large  firms  which  would 
contract  to  make  their  shipments  wholly  by  land,  special  rates  at  a  reduction  even 
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from  those  in  force  before  the  change.  It  was  thus  a  distinct  step  backward;  for  it 
amounted  to  the  abondonment  of  a  published  and  open  tariff  in  favor  of  a  system  of 
private  special  contracts. 

"  This  move  was,  therefore,  not  only  one  of  great  importance,  but  it  was  open  to 
serious  objections.  It  was  made,  not  by  a  petty  local  road,  nor  by  a  competing  trunk 
line,  but  by  a  great,  subsidized,  continental  thoroughfare.  As  such,  it  might  natur- 
ally be  inferred  that  it  was  made  only  after  ample  consideration,  and  with  the  author- 
ity of  the  full  board  of  directors.  It  is,  however,  a  fact  singularly  illustrative  of  the 
absence  of  that  sence  of  public  responsibility  in  which  the  policy  of  the  Union  Pacific 
is  now  shaped,  that  this  measure,  which  practically  put  in  irons  the  transcontinental 
business  of  the  country,  was  devised  by  two  freight  agents,  was  never,  before  being 
publicly  announced,  submitted' for  consideration  even  to  the  executive  committee  of 
the  board  of  directors,  much  less  to  the  full  board,  and  was  finally  put  in  force,  to  the 
utter  surprise  of  the  public,  on  the  verbal  authority,  so  far  as  can  be  ascertained,  of 
the  president  and  a  single  director. 

"It  is  unuecessary  to  comment  on  such  a  method  of  corporate  management.  It 
speaks  for  itself.  Meanwhile,  so  far  as  the  measure  is  concerned,  the  objections  to 
it  are  apparent.  The  through-business  over  the  Union  Pacific  is  mainly  done  by 
large  houses.  This  is  natural  enough,  for  such  houses  can,  of  course,  do  it  most 
cheaply.  The  measure  under  discussion,  however,  made  it  impossible  that  this  busi- 
ness should  be  done  by  any  but  the  large  houses.  They  have  special  contracts  cover- 
ing it  at  less  than  the  published  tariff  rates.  More  than  this,  it  locks  up,  in  secrecy, 
transactions  which  more  than  all  others  should  be  public.  The  special  contracts  may 
be  equal  as  between  shippers,  or  they  may  not.  The  directors  have  every  reason  to 
believe  that  they  are,  but  they  none  the  less  are  lacking  in  that  element  of  publicity 
which  in  such  matters  will  always  remain  the  one  real  safeguard  against  dis- 
crimination." 

The  contracts  here  referred  to  and  so  justly  condemned  did  not  con- 
tain the  "boycotting"  clause  quoted  in  my  former  letter;  they  merely 
bound  the  merchant  to  transport  all  his  freight  by  rail — viz:  "all 
goods  purchased  by  or  for,  and  shipped  or  consigned  to  him  by  his 
procurement,  directly  or  indirectly,  or  with  his  previous  knowledge  or 
consent;"  he  was  still  free  to  deal  in  goods  which  had  reached  here  by 
sea,  though  he  could  not  import  them  so  himself.  Next  year  or  the 
year  following,  the  "bought,  sold,  dealt  in,  or  handled  by"  clause  was 
introduced,  which  "boycotted"  all  goods  not  imported  by  rail,  so  far  as 
the  railroad  companies'  customers  were  concerned.  They  were  forbid- 
den to  buy,  sell,  deal  in,  or  handle  them.  Last  January  the  railroad 
companies  gave  another  turn  to  the  screw,  and  introduced  a  clause 
which  boycotts  not  only  the  goods,  but  the  importers.  The  merchant 
who  holds  a  freight  contract  with  this  company  is  "firmly  bound''''  not 
to  sell  or  deliver  goods  to  anyone  who  is  in  the  habit  of  importing  other- 
wise than  by  rail.  To  show  that  there  is  no  mistake  about  this 
humilating  exaction,  I  enclose  on  a  separate  slip  the  text  of  the 
covenant,  as  well  as  that  of  the  corresponding  clause  in  the  contracts 
of  the  preceding  year.  They  are  clipped  from  the  columns  of  the  Gro- 
cer and  Country  Merchant,  a  local  trade  journal  which  published  them, 
with  a  vigorous  protest,  at  the  time  they  were  forced  upon  our  merchants. 
The  space  of  the  Nation  is  too  valuable  to  insert  them  in  extenso  here; 
but  let  them  go  into  your  advertising  columns  with  a  note  of  reference. 
They  divide  the  importing  merchants  of  the  whole  Pacific  Coast  into 
two  classes — viz.:  those  who  bind  themselves  to  import  exclusively  by 
rail  and  those  who  refuse  to  do  so;  these  two  classes  are  forbidden  by  the 
railroad  company  to  have  any  dealings  with  one  another. 

I  make  no  comment  on  this  proceeding,  for  I  have  no  language 
equal  to  it;  but  I  hope  that  the  Nation  will  do  so,  for  I  have  reason 
to  believe  that  it  will  not  be  without  effect.  I  pass  to  another  item  of 
railroad  management. 

Sugar  refining  was  introduced  here  in  1855,  and  soon  grew  to  be  a 
large  and  important  industry.  Even  paying  duty  on  raw  stocks  im- 
ported from  Manila,  it  was  found  possible  to  manufacture  here  at  a 
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profit,  and  compete  with  Eastern  goods  to  the  extent  of  the  refined 
sugars  and  syrups  consumed  on  this  coast.  The  price  was,  of  course, 
regulated  by  the  cost  of  laying  down  New  York  sugars  here.  The 
Hawaiian  treaty  removed  the  duty  from  our  raw  stocks,  and  gave  our 
refiners  a  clear  advantage  of  two  and  a  half  cents  per  pound  over 
their  Eastern  rivals.  Still,  Eastern  crushed  sugar  had  a  slight  pref- 
erence, and  could  always  be  found  in  our  market  and  at  substantially 
the  same  price  as  domestic.  Last  January  all  this  suddenly  changed, 
and  Eastern  sugars  disappeared  from  the  market.  The  reason  as- 
signed was  that  the  railroad  companies  had  raised  the  freight  on 
refined  sugar  from  one  cent  per  pound  to  two — a  rate  which  forbade 
importations.  The  reader  may  be  surprised  that  they  should  thus 
impose  a  protective  duty  (for  that  is  evidently  what  it  is)  so  high  as 
to  cut  off  their  own  revenue  from  the  trade;  but,  though  strong 
protectionists,  they  are  not  such  fools  as  that.  It  now  comes  out 
that  they  received  a  full  consideration  for  their  action.  The  Chron- 
icle of  this  city  has  brought  out  the  fact,  and  it  is  uncontradicted, 
that  the  advance  in  freight  is  the  result  of  a  bargain  with  the 
principal  refiner  here,  thinly  disguised  under  the  form  of  a  trans- 
portation contract,*  whereby,  for  a  consideration  of  $100,000,  they 
consent  to  impose  this  prohibitory  duty  on  Eastern  sugars  for  the  cur- 
rent year.  The  Chronicle  publishes  statistics  of  sugar  imported  from 
the  islands,  etc.,  to  show  that  through  the  operation  of  the  treaty  the 
Government  loses  about  two  million  dollars  per  annum,  while  by  the 
action  of  the  railroad  companies  the  people  of  this  coast  are  mulcted 
about  eight  hundred  thousand  more  in  the  enhanced  cost  of  sugar. 
Its  attack  is  mainly  on  the  treaty  and  the  refiner.  Papers  in  the  op- 
posite interest  defend  the  action  of  the  railroad  companies  by  the  usual 
protectionist  arguments,  encouragement  of  home  industry,  etc.  The 
whole  public  is,  however,  as  it  seems  to  me,  more  interested  in  a  ques- 
tion back  of  this,  and  which  I  venture  to  think  lies  at  the  bottom  of 
the  whole  railroad  problem — viz :  What  right  has  any  railroad  co7npany 
to  impose  a  protective  duty  on  sugar  or  any  other  commodity  imported  from 
one  State  into  another  ?  And  what  is  the  system  of  classification  adopt- 
ed by  all  our  railroad  companies  as  the  basis  of  freight  charges,  but  a 
system  of  protective  duties  under  another  name  ?  The  overland  com- 
panies, by  their  scandalous  imposition  of  this  duty  on  sugar,  have 
brought  this  qnestion  squarely  to  the  front,  and  incidentally  suggested 
the  true  remedy  for  such  abuses.  The  latter,  if  you  will  permit,  I 
should  like  to  discuss  hereafter. 

John  T.  Doyle. 
San  Francisco,  November  23d,  1881. 


*The  transaction  is  alleged  to  be  in  the  shape  of  a  contract  to  transport  for  the 
refiner  5,000,000  lbs.  of  sugar  at  two  cents  per  lb.  Of  course  they  could  not  charge  any 
dealer  a  less  rate  than  that  voluntarily  paid  by  so  large  a  customer,  who  pays  his 
freight  and  is  not  at  all  particular  as  to  the  transportation  of  the  goods  ! 


*■ 


